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(1) 

LEGISLATIVE PROPOSALS TO REDUCE 
GREENHOUSE GAS EMISSIONS: AN OVERVIEW 

THURSDAY, JUNE 19, 2008 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON ENERGY AND AIR QUALITY, 

COMMITTEE ON ENERGY AND COMMERCE, 
Washington, DC. 

The subcommittee met, pursuant to call, at 9:40 a.m., in room 
2123 of the Rayburn House Office Building, Hon. Rick Boucher 
(chairman) presiding. 

Members present: Representatives Boucher, Butterfield, 
Melancon, Barrow, Waxman, Markey, Doyle, Harman, Allen, Ins-
lee, Baldwin, Hooley, Matheson, Matsui, Dingell (ex officio), Upton, 
Hall, Shimkus, Blunt, Bono Mack, Walden, Rogers, Myrick, Sul-
livan, Burgess, Blackburn, and Barton (ex officio). 

Staff present: Bruce Harris, Lorie Schmid, Laura Vaught, Alex 
Haurek, Chris Treanor, Rachel Bleshman, David McCarthy, An-
drea Spring, Amanda Mertens Campbell, and Garrett Golding. 

OPENING STATEMENT OF HON. RICK BOUCHER, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 
OF VIRGINIA 

Mr. BOUCHER. The subcommittee will come to order. 
We begin this morning by welcoming to the subcommittee a new 

member, both of this subcommittee and also of the full Committee 
on Energy and Commerce. I have known and had the privilege of 
working with the gentlelady from California, Doris Matsui, for a 
number of years, both prior and since her election to the House of 
Representatives, and I can say that she brings to the work of our 
subcommittee an experience that will enlighten our work and fur-
ther our efforts, and I just want her to know how warmly we wel-
come her this morning and how much we look forward to working 
with her. 

This morning, the subcommittee continues our climate change 
hearings, which are preparatory for the drafting and approval by 
the committee of a cap-and-trade program for greenhouse gas emis-
sions, and we are planning additional hearings on that subject dur-
ing the latter part of this summer. 

Today’s hearing focuses on a variety of cap-and-trade proposals 
that have been introduced in both Houses of Congress during the 
course of last year and this year. During the day, interested stake-
holders will have an opportunity state their views on the various 
provisions of five currently pending measures, and we will benefit 
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from having their views as we draft our own cap-and-trade legisla-
tion in this committee. 

Today we are examining H.R. 1590, the Safe Climate Act of 
2007, introduced by Mr. Waxman; H.R. 6186, the Investing in Cli-
mate Action and Protection Act, introduced by Mr. Markey; S. 
2191, America’s Climate Security Act of 2008, introduced by Sen-
ators Lieberman and Warner; the Senate amendment 4825, intro-
duced by Senator Boxer as a substitute during Floor consideration 
of the Lieberman-Warner measure; and S. 1766, the Low Carbon 
Economy Act of 2007, introduced by Senators Bingaman and Spec-
ter. Each of these proposals makes a valuable contribution in the 
effort to address the climate change challenge. While the provisions 
in each of the bills will be subject to ongoing debate, the authors 
are to be commended for their considerable efforts to assemble pro-
posals that advance our understanding of the alternative meals 
through which greenhouse gases can be controlled through the 
market-based mechanisms of cap-and-trade. 

Today’s witnesses will inform the subcommittee of the compo-
nents of cap-and-trade that are most important to them and the ex-
tent of which their core needs either are met or are not met by the 
pending bills. That overview will be tremendously instructive to the 
subcommittee as we prepare to draft our own cap-and-trade meas-
ures. 

While all of the bills we are examining rely on cap-and-trade pro-
grams to control emissions, they vary greatly in their design and 
in their respective means of operation. They employ, for example, 
different methods for allocating allowances, contain contrasting 
timetables and targets for achieving emission reductions, vary with 
respect to cost containment opportunities including the use of do-
mestic and international credits and offsets, have different defini-
tions of covered entities and varying points of regulation, and pro-
posed varying means of engaging developing nations. The views of 
our witnesses on these and other aspects of the pending bills will 
be welcome this morning. 

Our shared goal is to pass into law a program which achieves the 
needed reductions in greenhouse gas emissions at the least possible 
cost to the public and with the least amount of economic disrup-
tion. By commenting on the pending bills, we hope that the wit-
nesses will suggest to us ways that those goals can be achieved. 

That concludes my opening statement. 
Mr. BOUCHER. At this time I am pleased to recognize the ranking 

Republican member of our subcommittee, the gentleman from 
Michigan, Mr. Upton, for 5 minutes. 

OPENING STATEMENT OF HON. FRED UPTON, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr. UPTON. Well, thank you, Mr. Chairman. I too want to wel-
come Doris Matsui to our committee, and look forward to working 
with her on a number of issues as it impacts our great country. 

I want to thank you and Chairman Dingell for holding this hear-
ing, my friend, Mr. Boucher. However, the nature of the bills that 
we are examining today is disappointing. I agree that climate 
change needs to be addressed and I am a strong proponent of re-
ducing greenhouse gas emissions. But I find it hard to believe that 
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a cap-and-trade scheme is the only way to address this global prob-
lem. 

We are fortunate to be serving on a great committee with some 
of the brightest minds in the Congress. How it is that for an issue 
of paramount importance we can come up with only one approach: 
cap-and-trade? By design, this approach works by increasing en-
ergy costs and slowing down economic growth. Rather than making 
energy more expensive and sending American job overseas, we 
should be pursuing an approach that promotes and encourages 
clear energy and builds economic strength through exporting Amer-
ican technology and thus creates jobs rather than exporting those 
same jobs. Climate change policy must adhere to a set of common-
sense principles. Legislation must, one, provide a tangible environ-
mental benefit to the American people; two, advance technology 
and provide the opportunity for export; three, provide and protect 
American jobs; four, strengthen U.S. energy security; and five, re-
quire global participation. I am sure that every one of us is in 
agreement with many of these principles yet not one of the bills we 
are discussing today would meet the whole test. 

We must take a sector-by-sector approach that cultivates innova-
tion and technology and efficiency rather than arbitrary govern-
ment mandates. Thoughtful choices need to be made on how we are 
going to meet our ever-increasing energy demand as we keep our 
economy moving. Arbitrary mandates are not sound. Both the 
United States and European Union reduced emissions between 
2005 and 2006 but the United States’ percent reductions were 4.3 
times greater than the EU’s and the EU, of course, has been using 
a cap-and-trade scheme; we haven’t. 

We have a wealth of resources and ingenuity to meet the chal-
lenge. By investing in clean coal, providing incentives for renew-
able power, giving tax credits to businesses to increase their energy 
efficiencies, helping our auto manufacturers develop more fuel-effi-
cient vehicles, and creating a regulatory environment that spurs a 
renaissance in nuclear power, we can drastically reduce greenhouse 
gas emissions. No mandates, no lost jobs, no spike in costs, rather 
just the opposite: cleaner air, more jobs, and stable costs. 

Last week, Mr. Chairman, you and I and Ranking Member Bar-
ton, other members from both sides of the aisle took a great step 
in the right direction by introducing legislation that will create a 
carbon capture and storage technology fund. The legislation will 
help reduce greenhouse gas emissions and promote existing and ex-
citing new technologies that will not only keep energy costs down 
for consumers but also foster new jobs and build a stronger econ-
omy. With that approach, we will fortify our Nation’s energy supply 
with American-made energy and protect the pocketbooks of our Na-
tion’s consumers, exporting American ingenuity and not the jobs. 

The recent failure in the Senate highlights the many problems 
with cap-and-trade. Members of both parties have repeatedly 
raised objections and the Democratic leadership in the Senate in 
fact withdrew the bill because it failed to garner enough support 
from either party. In fact, my State’s two Democratic Senators ex-
pressed serious concerns in a letter signed by other Members of the 
Senate to Majority Leader Reid and Chairwoman Boxer. In their 
correspondence, Senators Levin and Stabenow recognized that the 
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‘‘cap-and-trade program developed in the Lieberman-Warner bill 
has the potential to raise over $7 trillion. Much of these funds will 
be indirectly paid for by consumers through increased energy 
prices,’’ is what they wrote, concluding that they could not support 
final passage of the Boxer substitute. The only consensus achieved 
during the Senate debate was that cap-and-trade was not the right 
approach. 

I commend my two Senators for recognizing that the cap-and- 
trade legislation would cost Michigan families about $7,000 a year 
by 2050 and increase national electricity rates by 44 percent by the 
year 2030. Some analysts see electric rates increasing 115 percent 
to pay for higher fuel costs, building new plants, and recovering 
global warming fees. At a time of economic slowdown, do we really 
need legislation that would cut GDP by some almost $3 trillion? At 
a time when our economy is squeezed by record gas prices, we are 
considering legislation that would increase gas prices another 144 
percent by the year 2030. Under cap-and-trade, we will be unified 
in our longing for the good old days of $4 gasoline. 

On top of the skyrocketing costs for consumer, cap-and-trade leg-
islation will send American jobs in energy-intensive industries 
overseas. Take the steel industry, for example. Here in the United 
States, steel producers are the most efficient in the world. On aver-
age, American steel makers emit 1.2 tons of greenhouse gases per 
ton of steel made. Compare that to the Chinese steel emissions es-
timated to be in the neighborhood of 4 to 5 tons per ton of steel 
produced. We are not helping the environment by sending indus-
tries that operate cleanly and efficiently in the United States to a 
regulation-free China. China is the number one emitter in the 
world and their greenhouse gas growth every year equals the cur-
rent output of Germany. 

In closing, I would like to put the scale of the emissions reduc-
tions being called for by these bills in perspective. The proposals 
would mean that the United States cannot emit more in the year 
2050 than we emitted in the year 1910. That is a daunting task, 
considering that in 1910 the United States had only 92 million peo-
ple compared to some 420 million that we are likely to have by 
2050; and in per capita income in current dollars, it is about 
$6,000. Michigan’s working families are already struggling to get 
by. How in the world can we in good conscience pursue a policy 
that will not only have little environmental benefit but also puts 
the costs squarely on the backs of hardworking American families? 
Not to mention that the only nations in the world today that emit 
at the same level mandated in this bill are poor, developing coun-
tries such as Belize, Haiti and Somalia. Shouldn’t our global warm-
ing solution actually lower temperatures? Can anyone here say 
today for sure with certainly what the global temperature reduc-
tions will be as a result of this legislation? In fact, a strong argu-
ment can be made for just the opposite, that these bills would in 
fact worsen the environment. 

I yield back. 
Mr. BOUCHER. Thank you very much, Mr. Upton. 
The gentleman from Georgia, Mr. Barrow, is recognized for 3 

minutes. Before I recognize Mr. Barrow, let me note that in accord-
ance with the rules of the full committee and subcommittee, any 
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member who decides to waive an opening statement will have 3 
minutes added to that member’s time to question the first panel of 
witnesses. 

The gentleman from Georgia. 

OPENING STATEMENT OF HON. JOHN BARROW, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA 

Mr. BARROW. I thank the Chair. It is ordinarily my custom to 
waive opening but this is too important an opportunity to get my 
two cents in on this. 

First, I want to commend you, Mr. Chairman, and the chairman 
of the full committee, Mr. Dingell, for your leadership in this effort. 
We are reaching something of a milestone in the work of this com-
mittee on this subject. We have had up to 20 years in the course 
of this Congress on the subject of climate change. In the course of 
those 20 hearings, we have considered exhaustively the scientific 
evidence of our contribution to the problem and our responsibility 
to do something about it. We have surveyed every sector of the 
economy and every interest group we can in order to get their feed-
back and now we are getting down to brass tacks. Now we are 
starting to look at specific, concrete pieces of legislation to address 
this issue. While we do that, and I want to acknowledge, everybody 
understands the importance of this issue as it relates to the cars 
they may drive, the appliances they will have to buy, the electric 
bills they are going to have to pay, everybody can feel a connection 
to those things that have to do with their cost of living. 

But I want to put in a word, just one word for the role of agri-
culture in this whole process. As the only Member of Congress who 
serves on both the Energy and Commerce Committee, on the one 
hand, and the House Ag Committee, on the other, I feel like I have 
not only a unique sensitivity to this issue but a unique responsi-
bility to speak up for incorporating agriculture in this process. The 
EPA estimates that right now agriculture is involved in carbon se-
questration activities and agriculture is responsible for seques-
tering something like 1 percent of the total amount of carbon emis-
sions in our entire economy. The EPA also estimates that if they 
were properly engaged, if agriculture was properly included and 
motivated and incentivized and engaged in this process, they could 
sequester up to 20 percent of all carbon emissions in the entire 
United States economy. Any other sector of the economy that is 
putting out as much carbon and could make a 20-fold increase in 
the solution to the problem ought to get a lot of attention, and I 
want to make sure we don’t lose sight of the role that agriculture 
can play. Whether agriculture is going to be allowed to play a role 
as a big part of the solution as opposed to just a part of the prob-
lem is going to depend on whether or not this committee incor-
porates them properly. I understand the challenges of measuring 
compliance and the role that agriculture can play but we need to 
engage them because there is just too much potential there for 
solving the problem for us to ignore the role of agriculture. 

Finally, I want to make sure that folks understand the impor-
tance of us looking into the issue of a safety valve. I know there 
has been a lot of discussion about that. I think it is important that 
we make sure that the mandates don’t get too far out in front of 
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the technology and so what I want to do is hear about the advan-
tages and disadvantages of including a safety valve as a part of 
this committee’s work and the legislation byproduct of the com-
mittee. 

With that, Mr. Chairman, I want to thank you once again for 
your leadership and I yield back the balance of my time. 

Mr. BOUCHER. Thank you very much, Mr. Barrow. 
The gentleman from Texas, Mr. Hall, is recognized for 3 minutes. 

OPENING STATEMENT OF HON. RALPH M. HALL, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. HALL. Mr. Chairman, I thank you for that, and I am just 
thinking back here to when global warming and all those conversa-
tions started. I don’t remember ever taking a position that there 
is just absolutely nothing to it, like some have, and I have always 
thought we needed to have an eye toward technology and an eye 
toward cleansing the methods of obtaining energy from the fossil 
fuels to nuclear to right on up to all of them, and Mr. Chairman, 
I respect you as chairman of this committee and I know you as one 
of the more reasonable members of this body, and I think Mr. 
Upton said one giant comparison of the population difference from 
the time it all started until today, and the gentleman from Georgia 
spoke of the cars you drive and the effect you have on that. 

Let me caution you about one other thing that it seems most ev-
erybody has forgotten, and my speech will be about caution today. 
There is a cash register looming out there. It is larger for some 
people than it is for others. Russia does not recognize it. India will 
not look at the cash register. China ignores it completely except 
contributing to the damage to the earth with their coal thrust and 
every 5 or 6 days starting a new one, and there is just no way you 
can get around the American taxpayer who is going to find out 
sooner or later that you are probably going to raise taxes three or 
four times on everybody in here and everybody you know and 
maybe not know for 50 or 60 years whether it helped or not, and 
I have heard people say, and I think this is not a good statement 
but I have heard it said they are just as worried about global freez-
ing as they are global warming. Now, I would say to you that, and 
I appreciate the careful approach to climate policy that you have 
outlined, Mr. Chairman. 

I want to point out an example of what can happen if we don’t 
take a careful approach. It relates to the treatment of natural gas 
in the Senate’s Lieberman-Warner-Boxer bill, and despite all the 
long-time modeling done by the EPA and private firms, no one ap-
parently thought to ask natural gas processors and producers how 
the gas market really works and whether the long-term models 
could capture near-term effects of the bill, and so the bill was draft-
ed to require that natural gas processors and/or producers pay for 
emission allowances for all of the end-use customers who burn gas. 
Never mind that the processors and producers have no control over 
the end-use emissions. According to an analysis done by one of the 
leading energy consulting firms in the world, Wood Mackenzie, the 
approach could have put more than 30 percent of natural gas sup-
ply at risk. In closing, let me say that is because exploration and 
production companies, mainly independent, spending more than 
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they earn and all of their cash flow to find and produce gas and 
they have to reduce drilling investment to pay for consumer emis-
sions allowances. This makes no sense, Mr. Chairman. That is why 
we need to be careful, and I would like to submit a news release 
from the American Exploration and Production Council and the 
Wood Mackenzie report for the hearing record and ask unanimous 
consent that they be included. 

Thank you, Mr. Chairman. I yield back my time. 
Mr. BOUCHER. Thank you, Mr. Hall. Without objection, that ma-

terial will be included in the record. 
Mr. HALL. I thank the chair. 
[The information appears at the conclusion of the hearing.] 
Mr. BOUCHER. The gentleman from Massachusetts, Mr. Markey, 

was here previously and announced his intention to waive an open-
ing statement. The gentleman from Pennsylvania, Mr. Doyle, is 
recognized for 3 minutes. 

OPENING STATEMENT OF HON. MIKE DOYLE, A REPRESENTA-
TIVE IN CONGRESS FROM THE COMMONWEALTH OF PENN-
SYLVANIA 

Mr. DOYLE. Thank you, Mr. Chairman. Mr. Chairman, I am 
happy that we are beginning our examination of the various cli-
mate change proposals which have been introduced in this Con-
gress, and while each of these proposals offer constructive sugges-
tions as to the path this subcommittee should follow as we draft 
our legislation, I do not believe any of these proposals in and of 
themselves provide the complete solution we need. Simply put, the 
time is now for Congress to address this problem. The time for sci-
entific discovery is passed and today we have ample evidence that 
this problem is real and that there are actions we can take to ad-
dress it. The President has acknowledged this reality by transmit-
ting to Congress a plan to address the problem. The EPA is ac-
tively implementing their authority to unilaterally regulate green-
house gases and our power industry is delaying new investment 
until they see the playing field Congress will create. We can no 
longer put our heads in the sand and pretend this is not a problem. 
We must act and we must act now. 

As we move forward toward a achieving a substantial reduction 
in greenhouse gases though, it is important to recognize the reality 
on the ground and not to legislate mandatory reductions that are 
beyond our technical ability to achieve. Instead, we must ensure 
that the funds generated by this bill do not go to the general treas-
ury but instead are reinvested to achieve our dual goal of achieving 
energy independence while combating the threat of global warm-
ing. As I have said before, there is no silver bullet that will solve 
this problem for us. We need a broad energy portfolio that in-
creases renewables and new sources of energy while we continue 
to improve the resources we have today. Clean coal and nuclear, 
two energy sources which today power most of America, must con-
tinue to play a key role as we move into the carbon-constrained 
world. Simply put, we have many challenges ahead of us. 

I have been working with Congressman Jay Inslee to address the 
very real concerns about international competition and job and 
emission leakage that may occur as a result of our final bill. Our 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00015 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS



8 

policy is narrowly tailored, affecting only those industries which 
are high carbon-intensive and face an internationally set price for 
their goods. This policy, which some of you may know as an output- 
based, or benchmark policy, will address the real-world challenges 
these industries face while encouraging them to do their part to re-
duce our Nation’s greenhouse gas emissions. I look forward to hear-
ing our panelists’ thoughts on this proposal. 

In conclusion, Mr. Chairman, I reiterate my offer to work with 
any member of this committee to construct what I believe will be 
landmark legislation to combat climate change. The time is now. 
The American people have demanded action and I am ready to an-
swer that call with my colleagues. 

I yield back the balance of my time. 
Mr. BOUCHER. Thank you very much, Mr. Doyle. 
The gentleman from Texas, Mr. Barton, the ranking member of 

the full committee, is recognized for 5 minutes. 

OPENING STATEMENT OF HON. JOE BARTON, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. BARTON. Thank you, Mr. Chairman. As you know, I am a 
skeptic on this issue, but one thing you and I are in agreement on: 
if anything is going to be done, it should be done in this committee, 
it should start in this subcommittee, so we appreciate the hearing, 
we appreciate the number of witnesses, and we appreciate the at-
tendance of the audience. 

Also on behalf of the Republicans, we wish to welcome our new-
est member to the Committee, Congresswoman Matsui. We will 
soon have a subcommittee called the California Subcommittee. We 
are delighted to have another representative of the California dele-
gation on our committee. 

Mr. Chairman, we are at the crossroads with this hearing today 
and the debate over whether to constrain carbon dioxide by ration-
ing energy. As we all know, at the beginning of this Congress our 
new Speaker, Speaker Pelosi, announced it was her objective to 
enact a carbon cap-and-trade bill in this Congress. Her intent was 
to establish a price signal on carbon, in other words, a strategy to 
make fossil fuel energy more expensive in America in order to re-
press or suppress the public demand for it. Let us go back and see 
where we were at the beginning of this Congress in terms of a car-
bon signal. The price of unleaded gasoline was selling on average 
nationally for $2.30. Today it is $4.07. I would say that is a pretty 
strong signal. Diesel fuel was $2.58 a gallon. Today it is $4.70. Nat-
ural gas was $6.60 a thousand cubic feet. It is expected to hit $12 
this fall. Twelve dollar natural gas means home heating will come 
close to doubling. Gas-fired electricity prices will rise significantly 
and industries that rely heavily on natural gas including chemicals, 
fertilizers and others in manufacturing will continue their exodus 
to other countries. We only have two fertilizer manufacturers that 
are still doing business in the United States, for example. Home 
construction has stalled. Auto workers are being laid off by the 
thousands. Food prices are soaring. Airlines are canceling flights 
because they can’t afford to pay for the aviation fuel. Small busi-
nesses throughout the United States are failing. I met with a farm-
er yesterday who told me it cost him over $1,200 to fill up his trac-
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tor, $1,200. How much more of a price signal do we need on car-
bon? How much greater of a burden must we place on the Amer-
ican people? 

And for what environmental benefit? EPA estimates that if the 
Lieberman-Warner bill would have passed the Senate and been en-
acted, that it would reduce greenhouse gas emissions by 2050 by 
25 parts per million, 25 parts per million. At that rate, it wouldn’t 
change the temperature one degree, not one degree with tempera-
ture change if Lieberman-Warner were to be enacted and be imple-
mented in the 2050 time zone. It would not change global tempera-
tures. It would transform the U.S. economy for the worse. 

If in January 2007 Speaker Pelosi had called for a consumer 
price signal as high as those that we are suffering already today, 
she would have stood virtually alone in her strategy. Those price 
signals are hitting us. They are hurting our economy. We do need 
to do something about them. Enacting a cap-and-trade bill, in my 
opinion, is not the solution. The World Resource Institute says that 
Mr. Waxman’s bill, H.R. 1590, Mr. Inslee’s bill, H.R. 2809, and the 
Sanders-Boxer bill would reduce greenhouse gas emissions in the 
United States by 80 percent below 1990 levels by 2050. Where does 
that number come from? I don’t know. I am told that it is also Sen-
ator Obama’s proposal. I do know that if we reduce CO2 by 80 per-
cent below the 1990 level, it is going to take us back to an emission 
level that we last had in 1910, when there were about 40 million 
people in America and two-thirds of them lived on the farm and the 
method of transportation was foot power or animal power. In the 
State of Texas, the average per capita carbon emission today is 31 
tons. In the great State of Vermont, it is zero. I don’t quite under-
stand that since each of us emit a third of a ton of CO2 every year 
just breathing. But whatever it is and whatever part of our great 
nation, going back to 1910 emission levels, in my opinion, makes 
no sense. In Texas alone, the National Association of Manufactur-
ers says that the Lieberman-Warner bill would cost the average 
household $8,000 a year. 

Mr. Chairman, I could go on and on but I think you get the gist 
of what I am trying to say. I believe, as you believe, that we do 
need to look at this issue seriously. That is why I have endorsed 
and I am a cosponsor of your bill to begin a research program on 
how to best capture or convert CO2. That is putting the horse be-
fore the cart. That is actually, let us develop the technology, let us 
see what the problem is, let us continue to do research on the 
science but let us don’t take the U.S. economy off the cliff by enact-
ing some of the bills that are before us today. 

With that, Mr. Chairman, I again thank you for the hearing. I 
thank our witnesses. I look forward to hearing their testimony and 
I look forward to hearing our members ask some questions. I yield 
back. 

Mr. BOUCHER. Thank you very much, Mr. Barton, for your 
thoughtful remarks and also for your coauthorship of our legisla-
tion to promote the research on carbon capture and storage. 

The gentlelady from California, Ms. Harman, is recognized for 3 
minutes. 
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OPENING STATEMENT OF HON. JANE HARMAN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA 

Ms. HARMAN. Thank you, Mr. Chairman, and welcome to our wit-
nesses and also welcome to my California sister, Doris Matsui. Mr. 
Barton has it partly right. There are lots of Californians on this 
committee and most of them, most of us are women. That is why, 
as I told Chairman Dingell recently, the Committee is doing so 
well, and P.S., California has the largest delegation in Congress, of 
the Democrats from California, a majority are female and both of 
our Senators happen to be female. That is why California is doing 
so well. 

On that subject, as you and I discussed before the hearing, Mr. 
Chairman, one of our Senators, Barbara Boxer, is chairman of the 
Environment and Public Works Committee, as you know. She is 
the author of one of the bills before us. She did ask to testify this 
morning and I gather that there was an issue about the amount 
of time she could spend here and whether she would have time to 
take questions from members. I do appreciate your offer to tele-
phone her and to arrange for her to testify at one of our hearings 
in the near future on this subject. I know we are having many 
hearings. 

Mr. BOUCHER. Will the gentlelady yield? 
Ms. HARMAN. I would be happy to yield to you. 
Mr. BOUCHER. Yes, I will be happy to do that, and I would say 

for those who might be interested, that Senator Boxer was in fact 
invited to testify today under the same circumstances that all other 
members of Congress are invited to testify, and I think her time 
frame perhaps did not permit the potential for answering ques-
tions. But we will clarify with her the fact that she is welcome at 
future hearings and hope that she can join us. 

Ms. HARMAN. Well, I appreciate that. Reclaiming my time. I 
want to commend her and the whole Senate for trying to take up 
this subject of cap-and-trade on the Senate floor last week. I think 
there are lessons to be learned from what happened there and I 
would like us to learn them. I do consider this to be the greatest 
legislative committee in the House. Most of the major environ-
mental laws have originated here and I think we can do our work 
well on this subject, and I look forward to this committee authoring 
major cap-and-trade legislation in the near future. 

Let me just make a few points. Number one, the looming likeli-
hood of $5-a-gallon gas has generated the political will to change 
our energy habits. Now we need the political leadership. Number 
two, we are facing two interrelated problems, the dependence on oil 
as our primary fuel, and global climate change. Addressing both is 
an economic and a national security imperative. Number three, 
cap-and-trade is an essential part of the solution but not the only 
part. We need to be creative and look at a variety of short-, 
medium- and long-term measures that foster alternative fuels and 
technologies. This committee has done a very good job on the sub-
ject of efficiency. Mr. Upton and I are the light bulb authors. Effi-
cient light bulbs is big part of the answer but so is a creative mar-
ket-based system to put the right price on carbon and have a trad-
ing arrangement so that we reduce the greenhouse gases in our at-
mosphere. 
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I thank you for this hearing and yield back the balance of my 
time. 

Mr. BOUCHER. Thank you very much, Ms. Harman. 
The gentlelady from Tennessee, Ms. Blackburn, is recognized for 

3 minutes. 

OPENING STATEMENT OF HON. MARSHA BLACKBURN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF TEN-
NESSEE 

Ms. BLACKBURN. Thank you, Mr. Chairman. I want to thank you 
for the hearing. I want to thank our witnesses for their preparation 
and for being here with us today and taking the time to come and 
testify on the prospects of a cap-and-trade system, and how they 
feel it would be administered. 

I think that by this point it is no secret to anyone on this com-
mittee that I do have some very serious concerns about the carbon 
reduction schemes because I do fear that they would drastically af-
fect this Nation’s energy supply and that they could possibly sig-
nificantly distort the marketplace. Worse yet, I think that what we 
are beginning to see in some reports of some studies that have 
taken place over the past decade, things in scientific journals that 
show that any recent global warming could or could not be caused 
by humans and could or could not be caused by the sun and other 
natural causes that really have no link to human activity, and I 
found it rather curious that we are seeing data collected by sat-
ellites and weather balloons that indicate that global temperatures 
have cooled by 0.7 degrees Celsius over the past 16 months. I think 
that should be instructive to us because this has offset the warm-
ing that took place over the past 100 years, but the IPCC models 
that have been presented to us time and again had predicted sig-
nificant rising in temperatures and no cooling. So that is a little 
bit of a head scratcher there and I think deserves a revisit by this 
committee and those of us who are going to review this issue. 

Now, Mr. Chairman, I know you are aware and some of the oth-
ers, we made a trip, a fact-finding mission to look at and inves-
tigate some of these trading schemes, and what I came away from 
that trip with was a concern, a true concern that the trading sys-
tem in the scheme was flawed and did have some problems and 
that you didn’t always end up with your goal, which was to reduce 
CO2 emissions, and now what we are seeing is if carbon sequestra-
tion and reduction of emissions is your goal, then it would be dif-
ficult to achieve that goal and have that outcome if it were only the 
U.S. participating in this and only Europe participating in this. It 
would require worldwide participation and participation by some of 
the countries that are currently the most significant global pol-
luters, and what we also have found out that this type of scheme 
could result in a wealth transfer to those who can gain the market 
and will reduce economic investment to solve more pressing prob-
lems such as diseases, malnutrition and water sanitation. A cap- 
and-trade system or carbon tax system will likely lead to shut-
tering power plants that will only make Americans poorer and 
more reliant on foreign energy sources and could have a negligible 
effect on environmental improvement. 
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So I am looking forward to hearing from our witnesses today, Mr. 
Chairman. I thank you again for the time. I yield back. 

Mr. BOUCHER. Thank you very much, Ms. Blackburn. 
The Chairman of the full committee, the gentleman from Michi-

gan, Mr. Dingell, is recognized for 5 minutes. 

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI-
GAN 

Mr. DINGELL. Mr. Chairman, I thank you for holding this hear-
ing. I commend you for your leadership and the vigor with which 
you are addressing perhaps the most difficult, complex issue that 
I have faced on this committee during the time that I have had the 
honor to serve here. 

Before I make my statement, I would like to observe that today 
is the first hearing that is being attended by our new member, 
Mrs. Matsui, and I would like to welcome her this morning. I also 
would like to observe that she is not the first Matsui to serve upon 
this committee. Her dear husband, my good friend, Bob, was a 
member of this committee in earlier days. He was the successor to 
my beloved friend, John Moss from California, and the two of them 
served this Congress and served their State and their districts with 
extraordinary dignity and capability. So welcome to you, Mrs. Mat-
sui. We are honored that you are here with us. 

I also want to thank our witnesses this morning, ladies and gen-
tlemen at the witness table and others who will be appearing be-
fore us. Thank you. We need your wisdom and we have given you 
a very difficult task, that is, comparing and commenting on five 
key climate change legislative proposals, a total of more than 1,000 
pages of legislative text which I anticipate as we go forward will 
grow. I also want to express the thanks of the committee for your 
willingness to prepare the thoughtful testimony on this difficult 
and complex issue which, I repeat, is probably the most complex 
and difficult that I have had to confront during my time on this 
committee. 

Since this hearing was announced, we have been asked why we 
are holding a hearing that looks at five different lengthy and com-
plicated legislative proposals. The answer is very simple. As we 
move forward with drafting the climate legislation that this com-
mittee will be presenting to the Congress, there is much that we 
can learn from these legislative proposals. We need to know how 
people feel about them, how they are going to impact upon the dif-
ferent industry groups, upon labor and upon every ordinary citizen 
and conservationist and person who does business or who has in-
terest and concerns on these matters. The authors of the bills, in-
cluding Mr. Waxman and Mr. Markey, have put a great deal of 
thought and effort into their bills. We need to build on these efforts 
to move the legislation forward to understand how we can pass the 
best legislation which will best serve the public interest of this 
country and of the world. 

We also can see that we need to learn from the efforts of the 
other body. The Senate debate revealed a strong bipartisan support 
for addressing climate change with a cap-and-trade program. This 
is an important development. The Senate debate also showed, how-
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ever, that the other body has far from a consensus on what to in-
clude in such a program. It also is apparent from that discussion 
that there is small evidence of a consensus in the country on these 
matters. Now, I mean no disrespect to the Senate or to anyone else 
when I say this because as I pointed out, this is an enormously 
complex issue. I have no delusions about the amount of effort that 
it is going to take to first of all come up with proper legislation, 
and second, to create a coalition that will pass a responsible cli-
mate change bill, but we must pass such legislation and this com-
mittee intends to devote its vigorous effort to achieving that great 
purpose. 

Today’s hearing is designed to give us a beginning of our over-
view of these key legislative proposals. We will need a large num-
ber of additional hearings to delve into the details of the legislation 
because legislation of this complexity and difficulty needs careful 
and thorough attention to achieve the purpose of passing good leg-
islation. 

I look forward to the testimonies of our witnesses today and I 
thank them and congratulate them for their appearance. I also 
want to know what issues are most important to them and I want 
to hear what the witnesses think about these bills and what they 
do right and what they do wrong and what they fail to address and 
what needs addressing and how our legislation can improve upon 
the proposals now before us. Given the number of witnesses ap-
pearing before us today, I conclude my statement here and I thank 
you, Mr. Chairman, for your extraordinary leadership in this par-
ticular matter, and I commend and thank my colleagues for their 
participation. 

Thank you, Mr. Chairman. 
Mr. BOUCHER. Thank you very much, Chairman Dingell. 
The gentleman from Oregon, Mr. Walden, is recognized for 3 

minutes. 

OPENING STATEMENT OF HON. GREG WALDEN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF OREGON 

Mr. WALDEN. Thank you, Mr. Chairman. I appreciate the hear-
ing and look forward to hearing from the witnesses. I will admit 
up front, I have to step out for a meeting here in a few minutes 
but I do have the testimony and will be back. 

This is an issue I think that we all care a lot about from various 
perspectives. Clearly, I think each of us wants to do the right thing 
for the environment. I mean, I have been fortunate enough to go 
invest in two hybrid vehicles but it still costs me 50 bucks or there-
abouts to fill up my Prius here in Washington and certainly about 
that in Oregon to fill up my hybrid Escape. We have passed legisla-
tion here that has been helpful and under your jurisdiction. There 
have been provisions I have disagreed with and think we should 
revisit, like on biomass from forests not counting toward renewable 
fuel standards seems to be rather absurd. It either is biomass and 
is a renewable fuel or it is not. It shouldn’t matter from which for-
est it comes. 

What troubles me, though, today in America and in my district, 
people are having trouble filling up their tanks. I have an orchard 
in my hometown of Hood River known for its famous pear produc-
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tion. Their fertilizer costs double year to year. You go talk to people 
about trying to fill up, as the chairman said, a tractor fuel tank, 
or I know we have a witness later that is going to talk about 
$1,400 to fill up a truck tank for diesel, and while we need to do 
the right thing for the environment, we don’t need to kill our econ-
omy in the process. And I note there are lots of provisions in some 
of these bills to spend the magical money that comes from no con-
sumer and yet we all know it is the consumer that is going to pay 
the bill here, and there are estimates as high as $6 trillion in costs 
to consumers, and I think we have to be cognizant of that. It is 
very disturbing to me, especially when some of the other major 
emitters in the world would be left out of any framework. They can 
continue to pollute and to create jobs and offshore our jobs to them 
where they will be more competitive, and that is not good for our 
country, especially with the economy we face. 

I met with the CEO of one power company who told me their 
power generation costs under Warner-Lieberman would go up two- 
and-a-half times. So if you like what has happened at the gas 
pump, if you like what is happening with natural gas prices, you 
are going to love some of these bills if you are a consumer. And the 
biggest advocates for some of these bills are frankly the traders 
and the speculators around the world because they know there is 
a lot of money to be had, and what we have seen in the oil markets 
and all the hearings we have had on speculation in the oil markets 
has led me to believe that if we move down this path, we better 
darn well make sure the regulatory framework is there so that con-
sumers don’t get ripped off by the traders if indeed that could 
occur, and I think we have seen defaults overseas on some of the 
trading markets by some of the traders and we are talking Amer-
ica’s future economy here as well. 

So as we try to work to do the right thing for the environment, 
let us not forget the Wal-Mart moms and the diesel truck driving 
dads out there in America who need fuel now and don’t need high-
er energy costs now, and there are lots of things we can invest in 
as a government, especially the research side, Mr. Chairman, like 
your bill, make sure we have the technologies in place for the fu-
ture and I am all for that. 

Thank you, Mr. Chairman. 
Mr. BOUCHER. Thank you very much, Mr. Walden. 
The gentleman from Maine, Mr. Allen, was previously in attend-

ance and announced his intention to waive his opening statement. 
The gentlelady from California, Ms. Matsui, is recognized for 3 
minutes. 

OPENING STATEMENT OF HON. DORIS MATSUI, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA 

Ms. MATSUI. Thank you, Mr. Chairman. I am so pleased to be 
here today and I want to thank everyone for their very warm wel-
come. 

Mr. Chairman, the Energy and Commerce Committee has juris-
diction over so many issues that are important for my district, the 
city of Sacramento. Since coming to Congress, I have wanted to be 
a part of this committee and help craft legislation that affects so 
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many aspects of our country. I am truly looking forward to working 
with each and every one of you. 

Mr. Chairman, I am encouraged that this committee is further 
examining climate change. Increased droughts, wildfires and Sac-
ramento’s risk of food are daily reminders to my constituents that 
this issue affects them personally. Because global warming is such 
a widespread problem, we must take care to craft responsible and 
intelligent solutions that put us on the right course from the begin-
ning. This committee and subcommittee have been extremely active 
in the 110th Congress. I look forward to joining your efforts and 
continuing to promote sound policy that affects the health, safety 
and welfare of the American people. 

Mr. Chairman, I thank you for your leadership and your commit-
ment to these issues. I look forward to the testimony. I yield back 
the balance of my time. 

Mr. BOUCHER. Thank you very much, Ms. Matsui. 
The gentlelady from North Carolina, Ms. Myrick, is recognized 

for 3 minutes. 
Ms. MYRICK. Well, thank you, Mr. Chairman. I want to welcome 

our witnesses as well and look forward to everyone’s testimony. I 
too will leave for a little while. But actually, Mr. Walden said pret-
ty much everything I was going to say, including support for your 
bill, so with that, I will just yield back. 

Mr. BOUCHER. Thank you very much, Ms. Myrick. 
The gentlelady from Wisconsin, Ms. Baldwin, is recognized for 3 

minutes. 

OPENING STATEMENT OF HON. TAMMY BALDWIN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF WIS-
CONSIN 

Ms. BALDWIN. Thank you, Mr. Chairman. I really appreciate your 
holding this hearing today because I really think it is important 
that we take the time to examine the legislative proposals that 
have been introduced thus far as these proposals will clearly serve 
as guideposts for legislation that this subcommittee will ultimately 
draft and consider over the months to come. 

I commend Mr. Waxman and Mr. Markey as well as our Senate 
colleagues for their contributions and there is no doubt that despite 
the potentially contentious nature of some of the provisions, a lot 
of hard work has gone into ironing out the various proposals that 
we have before us today. As I have said many times, I believe that 
we have a responsibility to our planet and to future generations to 
address climate change with firm, bold, and decisive actions that 
reduce greenhouse gas emissions. We must set a roadmap for re-
pairing the damage we have done to our environment. 

In adopting a cap-and-trade plan, we also have a responsibility 
to the Nation, businesses, workers, and consumers to ensure that 
American industries remain competitive and the production of 
American products remains right here in America, and that prices 
and costs remain reasonable and affordable, and for that reason, it 
is crucial that we evaluate and understand the provisions in these 
bills and the effects that they will have on our planet, on our busi-
nesses, and on our constituents. 
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I am pleased that we will be hearing from such a wide variety 
of witnesses today who can provide very different perspectives on 
the language of the bills before us. I expect that much of the testi-
mony today will be focused on concerns or criticisms with the legis-
lation but I do hope that we will also hear about the sound provi-
sions, those that industry and environmentalists and labor unions, 
religious leaders believe are necessary to reducing greenhouse gas 
emissions, creating green jobs, boosting our economy, and aiding 
communities and ecosystems vulnerable to harm from global warm-
ing. Certainly the process of designing a cap-and-trade bill will not 
be easy and there will be many difficult decisions yet to be made 
but one thing is clear: the costs of inaction are too great for us to 
fail to act. I hope this hearing will show us how we can rise to that 
challenge. 

Thank you, Mr. Chairman. I yield back the balance of my time. 
Mr. BOUCHER. Thank you very much, Ms. Baldwin. 
The gentleman from Illinois, Mr. Shimkus, is recognized for 3 

minutes. 

OPENING STATEMENT OF HON. JOHN SHIMKUS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ILLINOIS 

Mr. SHIMKUS. Thank you, Mr. Chairman. I do appreciate you 
having this hearing and I want to applaud your efforts so far in 
working in a bipartisan manner to, if we are going to move in this 
direction, to have a system designed that we can address the fossil 
fuel use and carbon capture and sequestration, which is critical. I 
am also optimistic that if you remain at the helm here along with 
Chairman Dingell, if we move in this direction, which I am not a 
fervent believer we should do so, but if we do, that we won’t de-
stroy our economy in the process, and that is my commitment to 
you. I really do believe this is one of the greatest opportunities for 
harm in the economy of this country that we have seen in a long 
time. 

The Senate did a great job last week bringing up the climate bill 
when we had historical high energy prices, and that is the debate 
that we have been trying to have in this committee for the past 
year-and-a-half, and we have moved the environmental community 
to accept the principle that this will cost. Now, how much it will 
cost is up for debate. I think from my perspective, people have to 
understand that I represent southern Illinois. The Clean Air Act 
was a great benefit to clean air and emissions but it disproportion-
ately harmed and destroyed the economy of southern Illinois. There 
will be winners and there will be losers, and if we don’t identify 
that fact, then we are doing—we will be going down a path. 

I am not embarrassed about the internal combustion engine in 
this country. It has provided jobs and the economy and a standard 
of living unrivaled in the world today, and I am not going to back 
down from the benefits. Why do you think the Chinese are building 
a coal-fired power plant every 2 weeks? They want to have the 
standard of living that we have. Why do you think they are not 
moving down to climate change? Because they want to have the 
standard that we are going to have, that we have today, and at 
$136 a barrel of crude oil today and $4.07 for a gallon of gas, the 
costs as Chairman Dingell pointed out earlier in this Congress, 50 
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cents additional gallon of gas. So that would be $4.57 for climate 
change for no environmental benefit because we know India and 
China are not going to go there. Chairman Boucher and I sat 
across from a Chinese official who said it is our turn to reap the 
benefits of fossil fuels in this world, and we are going to do it. We 
asked him twice. 

So let us be careful, let us be diligent, first do no harm. I yield 
back. 

Mr. BOUCHER. Thank you very much, Mr. Shimkus, and I appre-
ciate those thoughtful remarks. 

The gentleman from Washington State, Mr. Inslee, is recognized 
for 3 minutes. 

OPENING STATEMENT OF HON. JAY INSLEE, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF WASHINGTON 

Mr. INSLEE. Inaction here will damage the U.S. economy as the 
Midwest changes its climatic system and severe storms sweep and 
health problems arise due to global warming. Action will improve 
the U.S. economy when we become the clean energy supplier to the 
world. Pessimism will hurt us here. Optimism is the name of the 
game to rely on the innovative spirit of America to solve this prob-
lem. 

I want to focus on the necessity of auctioning off the permits 
under this bill and I want to do it because of four reasons: it will 
help the U.S. economy. Could we put up chart number one? 

[Chart shown.] 
Mr. INSLEE. We have to radically increase our innovation, our 

pace of innovation towards clean energy in this country, and I want 
to show a chart here of the research and development budgets of 
the United States. On the left, far left, is energy, a pittance, a pep-
percorn, as they used to say in law school. In the middle is the 
graph for our health R&D, and on the right is our research budget 
for military expenditures. We have gone down significantly. We are 
hurting. You look at it, it is a pathetic research and development 
budget. We need to use the revenues from the auction proceeds to 
increase this budget dramatically to capture the clean energy tech-
nology so we can sell it to China and sell it to India and make 
green money in America. Next chart, please. 

[Chart shown.] 
Mr. INSLEE. We need to do what we have done in the past in this 

country when we had a major—could we go to the next chart up, 
please? 

[Chart shown.] 
Mr. INSLEE. This shows what we have done in the past with our 

research budgets when we have had major national challenges. On 
the left is what we did with our research budget in the Manhattan 
Project. Next is what we did in the R&D budget in the Apollo 
Project. The next is the rise in the defense budget in the last sev-
eral decades. The second to the right is the War on Terror, and if 
we do an auction and use the proceeds for R&D and have a five 
or ten times increase in our research budget, we can develop the 
solutions it will take to have a clean energy decarbonized economy 
in the United States, perhaps with clean coal and other assort-
ments. 
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The right shows a vision for America that is based on optimism 
and our ability to develop a clean energy technology and it is de-
pendent upon the revenues from the auction of these permits. That 
is not the only reason to do that. The second reason is, we should 
not give away a public resource that belongs to the citizens of the 
United States worth billions of dollars based on largesse decisions 
by the U.S. Congress. The market should decide who gets those 
permits. The second reason why it makes sense, if you are a capi-
talist, you ought to favor auction. And third, what we learned in 
Europe is if you don’t do an auction, you get massive windfall prof-
its by utilities who take the value of these non-auction permits, 
pass the cost down to your consumers and increase utility bills. 

So for four reasons, we have got to have auction, we have got to 
do it as soon as possible. I look forward to this. I think we ought 
to approach this with a little humility because if we don’t get this 
right, the planet isn’t going to be around the way we know it, so 
I hope we do. 

Mr. BOUCHER. Thank you very much, Mr. Markey—I am sorry, 
Mr. Inslee. 

Mr. MARKEY. I never looked so good. 
Mr. BOUCHER. Well, I was actually thinking about Al Gore. You 

know, a slide show, if converted into a documentary, can take you 
a long way, and maybe this is the beginning of something big. 
Thank you, Mr. Inslee. 

The gentleman from Texas, Mr. Burgess, is recognized for 3 min-
utes. 

OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. BURGESS. Thank you, Mr. Chairman, and thank you for hold-
ing this hearing today. 

I appreciate the legislative proposals that the Committee has 
under consideration and recognize that each is the product of good 
intentions. Some of them vary on scope, the targets and the base-
line emissions and allocations of credits but the inherent property 
in each of the regimens before us today is, there will be a cost, 
there will be consequences and, of necessity, there will be restric-
tions. The point of any carbon control program is to assign carbon 
a monetary value and then make individuals decide if they are 
willing to pay the price for changed behavior. I can tell you that 
most of America and certainly the Americans in my district are not 
ready to pay the high cost of carbon compliance and their behavior 
has already changed. High transportation fuel costs have already 
forced American families to adjust their budgets and their lives due 
to their energy costs. With any of the proposals before us today, 
there will be additional costs and there will be additional restric-
tions. 

Mr. Chairman, I might also point out that the law of unintended 
consequences not yet been repealed but what we have seen in the 
past 18 months is, it used to be the sins of the father were visited 
upon the son so it took a generation for these unintended con-
sequence to come full circle. Now we are seeing them come full cir-
cle in a period of as little as four to six months’ time. Witness what 
we did with the ethanol mandate in December and what has hap-
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pened to food and other commodity prices in May and June and 
that of course was before we had a major earthquake in China, a 
cyclone in Burma, and Iowa was submerged. 

Well, Mr. Chairman, there is a wide range of witnesses here 
today. The fact that it takes such a broad group of individuals to 
help explain these proposals is an indication as to the amount of 
work that you have undertaken, the size and the scope and the im-
pact of this legislation. Unfortunately, carbon cap-and-trade legisla-
tion is a consumer compliance arrangement and will have a behav-
ioral control mechanism. So maybe we should take a poll of the Na-
tion and we can ask them, are you willing to pay still more for your 
energy? I will tell you from the letters and phone calls coming into 
my office and my district office right now, people may be optimistic 
because they are Americans and they live in the greatest country 
in the world but they are a little bit mad for that 3 to 4 minutes 
that it takes them to full up their tank and they do that two or 
three times a week. So I think I know the answer for my district, 
are you willing to pay more for energy, the answer is no, and they 
want this Congress to do something and reduce the cost of energy. 

On the issue of selling the carbon on a new exchange or new 
commodities market, there is probably not a person in the country 
who doesn’t wonder if there is some type of market manipulation 
going on right now in the oil futures market and wonders if there 
are not people out there who are betting against America and driv-
ing the cost up. Will there not be new opportunities for manipula-
tion in a cap-and-trade scheme and a carbon-traded market? 

Mr. Chairman, there is a great deal more than I know we need 
to go into today. I know we have got a long panel of witnesses. So 
I am going to yield back my time. 

I do think it is a little bit odd that we don’t have more represen-
tation from the natural gas industry here. When we think of cli-
mate change, my district in Texas in Tarrant and Denton counties 
is one of the richest areas, one of the most prolific areas for drilling 
currently and we are drilling down into the Barnett shale 8,000 
feet below the ground, because we used to be a seabed that was 
rich with small sea creatures that are now responsible for the pro-
duction of that natural gas. That is climate change on a grand 
scale and we are reaping the benefits of that climate change today 
in my district in Texas. But I do wish we could hear from someone 
from the natural gas industry because I do think they are going to 
play a crucial role in whatever the future holds for this country, 
and I will yield back my time. 

Mr. BOUCHER. Thank you very much, Mr. Burgess, and let me 
assure the gentleman that we will be inviting representatives from 
the natural gas industry to testify at future climate change hear-
ings. 

The gentleman from Massachusetts, Mr. Markey, was here ear-
lier and has now returned and I would ask if he would care to 
make an opening statement. 

Mr. MARKEY. Thank you, Mr. Chairman, very much. 
Mr. BOUCHER. The gentleman is recognized for 3 minutes. 
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OPENING STATEMENT OF HON. EDWARD J. MARKEY, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH 
OF MASSACHUSETTS 
Mr. MARKEY. And I want to thank you, Mr. Chairman, and 

Chairman Dingell for holding this hearing to consider proposed cli-
mate legislation including the Investment in Climate Action and 
Protection Act, or ICAP, which I introduced earlier this month. 

The scientific debate on global warming is over. The chorus for 
action is deafening and the costs of delay grow by the day. We 
must act now to cap heat-trapping pollution and spark a clean en-
ergy revolution that will save the planet and return America to a 
position of economic and moral leadership. We can only do that by 
enacting legislation that satisfies four core principles. One, we 
must reduce greenhouse gas emissions quickly and deeply enough 
to avoid dangerous global warming at least 80 percent by 2050. 
Two, we must transition America to a clean energy economy by in-
vesting aggressively in efficiency and renewable energy tech-
nologies. Three, we must avoid windfalls for polluters and protect 
American consumers and workers using climate legislation as a ve-
hicle to create jobs and grow our economy. And four, we must help 
defend vulnerable communities and ecosystems against those im-
pacts of global warming that unfortunately can no longer be avoid-
ed. 

I can only support legislation that satisfies these principles, 
which are set forth in a letter to the Speaker that Mr. Waxman, 
Mr. Inslee, and I have circulated with 80 other members including 
six on this subcommittee. The ICAP bill reflects these principles. 
It sets up a cap and a best system that is science-based, consumer- 
focused, market-fueled and technology-driven. It reduces covered 
emissions by 85 percent by 2050. It makes polluters pay by auc-
tioning 100 percent of pollution allowances by 2020. ICAP returns 
over half of the proceeds directly to consumers through tax credits 
and rebates. The result: 80 percent of Americans would reduce ben-
efits and two-third of U.S. households would be fully compensated 
for any cost increases from the bill. ICAP invests trillions of dollars 
in efficiency, clean energy technology, and in American farmers, 
workers and communities. Finally, it sets up a system of carrots 
and sticks to ensure that countries like China and India will take 
comparable action. 

I look forward to working with Chairman Dingell, with you, 
Chairman Boucher, and other members of the committee to develop 
climate legislation that is effective and fair. ICAP provides a model 
and I will work to build support for this approach. I thank you and 
I yield back the balance of my time. 

Mr. BOUCHER. Thank you very much, Mr. Markey. 
The gentleman from North Carolina, Mr. Butterfield, is recog-

nized for 3 minutes. 

OPENING STATEMENT OF HON. G.K. BUTTERFIELD, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NORTH 
CAROLINA 

Mr. BUTTERFIELD. I want to thank you, Mr. Chairman, for con-
vening this most important hearing today. We have certainly been 
looking forward to it, and I want to thank you for your leadership 
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in this area. You told us a few months ago that you were serious 
about climate change and today is a demonstration of your willing-
ness to tackle head-on this very important issue. 

I also want to thank the eight witnesses who sit in front of us. 
Thank you very much for coming and giving us your testimony 
today. We are going to listen very carefully and review all of your 
written testimony as well. 

But Mr. Chairman, I agree with my colleagues that the question 
with global climate change legislation is not whether Congress 
should act but rather how we move forward in a most responsible 
and expeditious manner. We all agree that this is a very, very fun-
damental issue that we must address. The world is watching and 
the American people are watching, and I agree that we cannot con-
tinue to ignore this issue. We are currently experiencing the dis-
turbing effects of climate change. Most of us now agree with that, 
from the melting of the icecaps to the exacerbation of the hurricane 
season, and I am from North Carolina and certainly we understand 
that, all the way to the substantive evidence and suggesting that 
these problems will continue to grow if we don’t act responsibly. 
And so, Mr. Chairman, it is my hope that we will soon put forward 
carefully constructed policy which addresses this issue in a direct 
but balanced way. We must work together, and I want to pledge 
my cooperation to my friends on the other side of the aisle that we 
will work together on this issue. 

Among the numerous issues essential to the discussion of this 
matter mitigating the cost on low- and middle-income families. 
That is very important. When the cost of reform reaches the many 
low-income residents who I represent, we need to ensure that they 
are not swept away and swept up and away. We must take every 
opportunity to allay the costs and provide a safety net for people 
of modest means. As this discussion moves forward, it is important 
to remember that those who contribute the least to this problem 
should not be forced to shoulder the greater burden. 

And so I thank you, Mr. Chairman, for your vision and for your 
leadership. At this time I am going to yield back the balance of my 
time. 

Mr. BOUCHER. Thank you very much, Mr. Butterworth. The gen-
tleman—— 

Mr. BUTTERFIELD. Butterfield. 
Mr. BOUCHER. I am sorry, Mr. Butterfield. 
Mr. BUTTERFIELD. Thank you, Mr. Barker. 
Mr. BOUCHER. I am just going to recognize somebody else at this 

point. The gentleman from Michigan, Mr. Rogers, is recognized for 
3 minutes. 

OPENING STATEMENT OF HON. MIKE ROGERS, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr. ROGERS. Thank you, Mr. Chairman. I am not sure how you 
follow that, but thank you. 

Mr. Chairman, thank you for holding today’s hearing. It is clear 
to me now that there are really two schools of thought on how we 
deal with our energy crisis. The first school of thought is one that 
is represented by most of today’s witnesses is, quite frankly, my 
colleagues’ school of thought on the other side of the aisle. They say 
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that high gas prices are a good thing because high gas prices will 
get people to use less. I give Barack Obama credit for having the 
guts to say he likes $4-a-gallon gasoline. At least it is an honest 
answer. It is an answer the American people can appreciate, and 
most of today’s panelists are going to tell us the same version of 
the very same thing: high energy prices are a good thing, high en-
ergy prices will get us to consume less, high energy prices will get 
us to switch to other fuels. But I ask, at what cost? 

We know that cap-and-trade is going to cost over $1 trillion in 
new taxes. We also know that every plan before us today will de-
stroy jobs and raise the price of energy. The only questions are how 
many and how much. In my home State of Michigan, we struggled 
with high energy prices, high taxes, and bad policy. The high price 
of natural gas and President Bush’s terrible decision to impose 
steel tariffs has done more to destroy manufacturing jobs in my 
State than anything else. That is a lesson that this committee 
should learn from. When you raise the cost of doing business at 
home and then you make it more expensive to import products, you 
destroy jobs and, quite frankly, you destroy lives. 

We cannot continue down this road. We cannot ignore the pleas 
of working Americans and our middle class to lower gas prices now. 
We certainly cannot support a plan that will bring us $5 or $6-a- 
gallon gasoline and electric bills that are twice what they are 
today. I know that some people will say that high prices are impor-
tant because they send the price signal to the market. I suppose 
that is true. But high energy prices send another signal as well. 
It is a signal to working Americans that Washington simply doesn’t 
care about them, that if you are in the middle class, we may in fact 
ruin your opportunity to stay there. 

It is offensive that we would seriously consider a plan to raise 
gas prices today. It is offensive to the mother who can no longer 
afford to attend her children’s away sports games. It is offensive to 
the independent truckers who are selling their trucks and getting 
out of the business they love because their margins are gone today. 
It is offensive to the airline workers who again are on the precipice 
of bankruptcy. 

Mr. Chairman, there is another way. We can be energy inde-
pendent. We can be a whole lot cleaner as well. Right now in my 
home State, Michigan researchers are working 24 hours a day to 
produce lithium ion batteries. We can make and unleash the intel-
lectual capital of this country in a better way versus big regulation, 
big mandates and big tax bills. It benefits no one when we charge 
the average American twice as much for their electric bill, twice as 
much for their gasoline, and to the end, we make Wall Street very, 
very rich and the average American much less better off. 

I would urge us to pick innovation over regulation and taxes, Mr. 
Chairman, and I look forward to further discussion of this impor-
tant debate. 

Mr. BOUCHER. Thank you very much, Mr. Rogers. 
The gentlelady from Oregon, Ms. Hooley, is recognized for 3 min-

utes. 
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OPENING STATEMENT OF HON. DARLENE HOOLEY, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF OREGON 
Ms. HOOLEY. Thank you, Mr. Chair, for holding this important 

hearing and I thank all of our witnesses appearing before us today 
and providing that testimony. 

We have a long day of testimony before us so I won’t take very 
long in my opening remarks. Let me just say over many years in 
Congress, I have sat through dozens of hearings on climate change 
in multiple committees: Science Committee, Budget Committee, 
and this committee. And now comes the really hard work. We are 
going to address climate change but how? How much of our lives 
will change? How much will it cost? Who will be the winners? Do 
we have to have losers? And to me and the many people in Oregon 
that I have talked to about this, striking a balance is key. I met 
with Oregon’s energy producers and major consumer groups, agri-
culture, forestry, environmental groups, and many kinds of busi-
nesses. Almost to a person, they encouraged me to work for legisla-
tion that would, number one, take meaningful steps to cut emis-
sions, reduce current carbon levels in the atmosphere, and provide 
opportunities for American businesses to prosper. In addition, they 
said legislation should account for the economic results of address-
ing climate change for those businesses adversely affected. Legisla-
tion should also provide money for ecosystem adaptation. They 
urged me to get Congress to act now. 

Last year I asked scientists from the Intergovernmental Panel on 
Climate Change if it was too late to reverse the effects of climate 
change. Dr. Richard Alley, a lead author of IPCC’s assessment re-
port, Climate Change 2007, stated that the loss of snow pack due 
to global warming will cause summer droughts in the West, which 
could adversely affect farmers and fisherman and the health of our 
salmon stocks. Could it be that we are already seeing that with the 
most recent salmon disasters? 

Through the Bush Administration and prior Congresses, we have 
shown little concern with global climate change. States like Oregon 
and Illinois who are testifying here today have filled that void and 
led the way in many key areas by being aggressive and working 
to curb carbon emissions and setting standards for renewable en-
ergy production. As an Oregonian, I am proud of the strides we 
have made as a State to be a leader in this and other environ-
mental matters. However, it is no substitute for gains we can make 
as a country if we establish policies that affect the country as a 
whole, and that is the task before us, and I look forward to your 
testimony. 

Mr. BOUCHER. Thank you very much, Ms. Hooley. 
The gentleman from Louisiana, Mr. Melancon—— 
Mr. WAXMAN. Mr. Chairman, may I just ask—— 
Mr. BOUCHER. Mr. Waxman? 
Mr. WAXMAN. I would like to waive my opening statement and 

reserve that time for questions because I have to go over and chair 
another meeting. I just wanted to make that point. 

Mr. BOUCHER. That is fine. The gentleman will have 3 minutes 
added to his time for questioning the first panel. 

The gentleman from Louisiana, Mr. Melancon, is recognized for 
3 minutes. 
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Mr. MELANCON. Thank you, Mr. Boucher. I am not going to take 
the 3 minutes. I would rather have it spent with discussions and 
input from the panel that is here, so I just waive the rest of my 
time. Thank you. 

Mr. BOUCHER. The gentleman waives his opening statement and 
3 minutes will be added to his questioning time. 

We welcome now our first panel of witnesses, and we thank each 
of our guests for their patience this morning. The first witness will 
be Mr. Kraig Naasz, the President and Chief Executive Officer of 
the National Mining Association; Mr. Michael Goo, the Climate 
Legislative Director for the Natural Resources Defense Council; 
Mr. Alan Reuther, Legislative Director of the United Auto Workers, 
Ms. Lisa Jacobson, the Executive Director of the Business Council 
for Sustainable Energy; Mr. Thomas Kuhn, the President of the 
Edison Electric Institute; Ms. Mary Minette, Director of Environ-
mental Education and Advocacy for the Evangelical Lutheran 
Church in America; Admiral Frank Bowman, the President and 
Chief Executive Officer of the Nuclear Energy Institute; and Mr. 
Ford West, the President of the Fertilizer Institute. We welcome 
each of you, and without objection, your prepared written state-
ments will be made a part of the record. We would now welcome 
your oral summaries, and given the number of witnesses we have 
both on this panel and the next, we ask that your oral statements 
be kept to approximately 5 minutes. 

Mr. Naasz, we will be happy to begin with you. 

STATEMENT OF KRAIG R. NAASZ, PRESIDENT AND CHIEF EX-
ECUTIVE OFFICER, NATIONAL MINING ASSOCIATION; AC-
COMPANIED BY GLENN KELLY, VICE PRESIDENT, GOVERN-
MENT AFFAIRS, NATIONAL MINING ASSOCIATION 

Mr. NAASZ. Thank you, Mr. Chairman. Chairman Boucher, Rank-
ing Member Upton and members of the subcommittee, I appreciate 
this opportunity to testify this morning. 

As you mentioned, my name is Kraig Naasz. I am President and 
CEO of the National Mining Association. NMA represents coal pro-
ducers, mineral producers and mining equipment manufacturers 
with combined annual sales of $200 billion. 

NMA is committed to playing a constructive role in the develop-
ment of policies to address global climate change and to meet our 
Nation’s growing demand for energy. We stand ready to assist you 
to achieve these important and inextricably linked objectives. 

Coal is a prime source of energy in the United States and 
throughout the world and is likely to remain so as global energy 
demand continues to increase. Coal presently fuels 40 percent of 
the world’s electricity generation. In the United States, 50 percent 
of our electricity is generated from coal and the Energy Information 
Administration projects that number will grow to 54 percent by 
2030. EIA also estimates that the demand for electricity will in-
crease by 30 percent over the next 2 decades to meet the needs of 
a growing population and expanding economy. 

As such, meaningful efforts to address climate change in a sus-
tainable manner will depend upon the development and deploy-
ment of advanced clean coal and carbon capture and storage tech-
nologies. To that end, NMA commends Chairman Boucher, Rep-
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resentatives Barton, Upton, Doyle, Matheson, Whitfield, and 
Shimkus, among others, for introducing the Carbon Capture and 
Storage Early Deployment Act. This important legislation, while 
not the subject of today’s hearing, will help to reduce greenhouse 
gas emissions by providing the funding needed to bring CCS tech-
nologies to commercial fruition. NMA looks forward to working 
with you, Mr. Chairman, in support of this important legislation’s 
enactment. 

In developing federal climate change legislation, it is essential 
that Congress gets it right. The consequences for getting it wrong 
are starkly described in the National Energy Technology Labora-
tory’s recent analysis wherein NETL finds that dramatic shifts 
away from coal will lead to, and I quote, ‘‘Spectacular price in-
creases for households and industry with serious and damaging im-
plications for the reliability of electricity supply and the viability 
of the U.S. economy.’’ 

Furthermore, the National Electric Reliability Council has 
warned that many regions of our country face an imminent short-
age of capacity to generate and transmit electricity. 

The good news is that 27 coal-based generating units and plants 
representing more than 15,000 megawatts of electricity are cur-
rently being constructed throughout the United States. Given the 
demand forecast, even more facilities would likely be underwent 
were it not for the uncertainty regarding the form and timing of 
efforts to reduce greenhouse gas emissions. 

With these considerations in mind, NMA supports the adoption 
of federal climate legislation that promotes America’s continued 
economic and energy security. We believe such legislation should 
promote the continued use of our Nation’s abundant coal resources 
as a critical part of a diverse and affordable supply of energy, that 
it should promote the accelerated development and deployment of 
advanced clean coal and CCS technologies, establish a uniform 
legal framework for long-term carbon storage, encourage energy ef-
ficiency, harmonize emission reduction expectations with the com-
mercial deployment of cost-effective emissions control technology, 
ensure an economy-wide approach that supports economic growth 
and the global competitiveness of energy-intensive industries, and 
include appropriate participation by developed and developing 
countries. 

Regrettably, the Boxer-Lieberman-Warner Climate Security Act 
failed to meet these objectives and the Senate was not provided 
with an opportunity to consider any substantive amendments. As 
such, NMA strongly opposed the Climate Security Act as crafted. 
In our view, neither the Safe Climate Act nor the Investing in Cli-
mate Action and Protection Act addresses the principles we view 
as necessary to sustain affordable and reliable energy for American 
families and businesses. 

The Low Carbon Economy Act sponsored by Senators Bingaman 
and Specter represents a more workable framework that with ap-
propriate modification could promote the development of tech-
nologies needed to achieve its proposed emissions reductions. How-
ever, significant modification would be required to address our in-
dustry’s other major objectives. In our assessment, each of these 
legislative proposals falls well short of balancing our environmental 
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aspirations with our energy needs. However, I wish to underscore 
that NMA remains committed to working with you to develop legis-
lation that addresses climate concerns while providing continued 
economic and energy security. 

Mr. Chairman, this concludes my oral remarks. Again, I appre-
ciate this opportunity to appear before you this morning and I look 
forward to answering your questions. 

[The prepared statement of Mr. Naasz follows:] 
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Mr. BOUCHER. Thank you very much, Mr. Naasz. 
Mr. Goo, we will be happy to hear from you. 

STATEMENT OF MICHAEL GOO, CLIMATE LEGISLATIVE 
DIRECTOR, NATURAL RESOURCES DEFENSE COUNCIL 

Mr. GOO. Thank you, Chairman Boucher and Ranking Member 
Upton for the opportunity to testify and for holding this hearing on 
legislative proposals to reduce greenhouse gas emissions. My name 
is Michael Goo. I am the Climate Legislative Director for the Nat-
ural Resources Defense Council. 

To begin my testimony, I will emphasize but not belabor the 
point that global warming is upon us now. As dramatic satellite 
photos show—see page 2 of my testimony—since 1979, the extent 
of summertime arctic ice has declined by 40 percent. Last night at 
1:38 a.m., I received an e-mail, and I will emphasize that at NRDC, 
we do work 24 hours a day on global warming. The BlackBerry 
uses a little electricity but we try and make sure it is renewable 
energy. Anyway, the e-mail forwarded an article from the BBC 
from a colleague in California and it said that some researchers are 
predicting that the arctic ice could be gone in the summertime by 
2013. Now, most of the bills before you begin to take action in 
2012. That is just one year before the arctic ice would be gone, too 
late to save the arctic ice. We need action. We need it now. 

You are going to hear a lot about costs today. The first point to 
remember about cost is that the cost of inaction is much larger 
than any possible cost of action. Lord Nicholas Stern in a study 
commissioned by the British government has estimated that the 
cost of inaction globally will be 5 to 11 percent of global GDP. 
Building on that work, researchers at Tufts University has recently 
analyzed the cost of inaction for the U.S. economy and found that 
doing nothing will cost the United States more than $3.8 trillion 
annually by 2100. 

The second point is that these bills are not, contrary to the argu-
ments of some, economy killers. Cost models analyzing the entire 
U.S. economy uniformly predict the GDP will increase with climate 
legislation in place. I repeat, GDP will increase, it will continue to 
rise with climate legislation just a little bit more slowly. EIA, the 
Energy Information Agency, for instance, predicts that between 
2007 and 2030, 23 years, GDP will increase by 74.9 percent with-
out the Lieberman-Warner bill, and by 73.5 to 74 percent with the 
Lieberman-Warner bill. That is a difference of just 1.6 percent over 
23 years. 

As the Congressional Research Service has explained, the GDP 
per capita impact of S. 2191 is within the noise of the reference 
cases. We need to recognize that with regard to our energy future, 
the die is not yet cast. cap-and-trade bills can dramatically affect 
that outcome in a positive fashion, especially if revenues are recy-
cled to fund new technologies and mitigate impacts on consumers. 
Models that predict very high cost impacts for specific energy sys-
tems often ignore the vast untapped reserves we have for energy 
efficiency. They assume that low carbon technologies will not ad-
vance or will advance very slowly and they ignore the impacts of 
new policies like the recently enacted CAFE provisions. In short, 
they predict for at least the next decade a static energy picture 
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using mostly outdated energy technologies and ignoring the possi-
bility of funding sources worth hundreds of billions of dollars. That 
need not be the future if this committee acts now. 

An analysis by Michael J. Bradley Associates makes clear that 
reducing emissions to close to the level in the Lieberman-Warner 
bill can be done without massive switching to natural gas and an-
other undesirable effects. The limits, a 20 percent reduction by 
2025, can be met with just a 10 percent increase in energy effi-
ciency, deployment of renewable energy at twice the current rate, 
and 6 gigawatts of carbon capture and sequestration per year be-
tween 2015 and 2025. That is not a moon shot. It is eminently do-
able. 

Of all the committees in the Congress, this committee is uniquely 
suited to dealing with the problem of global warming. It has a deep 
reservoir of expertise and experience, both in the environmental 
area and in the energy field. And many of its members participated 
in the 1990 Clean Air Act amendments including Chairman Bou-
cher, Congressman Dingell, and many other members of this com-
mittee. The bills now before you provide many excellent examples 
of ways in which global warming legislation can reduce emissions 
consistent with scientifically-based targets while helping to limit 
costs, create jobs, grow our economy, increase our energy independ-
ence, and spur new energy technologies for export to the world at 
large. But none of them are perfect. 

We urge you to act now to draft legislation as soon as possible 
and to seek to report such legislation to the full Committee on En-
ergy and Commerce and to the full House of Representatives. We 
cannot afford to wait any longer. 

Thank you for the opportunity to testify. 
[The prepared statement of Mr. Goo follows:] 
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Mr. BOUCHER. Thank you very much, Mr. Goo, and let me note, 
following your testimony, that Mr. Goo did serve as one of the 
counsels for this subcommittee for a number of years and provided 
highly valuable service, and we are delighted to have you return 
today in a different capacity and thank you for your remarks. Mr. 
Goo mentioned Sir Isaac Stern. He will be the lead witness at a 
hearing this subcommittee will conduct one week from today and 
so those who are interested in his report and some of the conclu-
sions that it reaches are welcome to attend that session. 

Mr. Reuther, we will be happy to hear from you. 

STATEMENT OF ALAN REUTHER, LEGISLATIVE DIRECTOR, 
UNITED AUTO WORKERS 

Mr. REUTHER. Thank you, Mr. Chairman. My name is Alan Reu-
ther. I am the legislative director for the UAW. The UAW appre-
ciates the opportunity to testify before this subcommittee on legis-
lative proposals to reduce greenhouse gas emissions. We applaud 
the Boxer-Lieberman-Warner, the Markey, the Bingaman-Specter 
and the Waxman bills for all establishing an economy-wide cap- 
and-trade program to reduce greenhouse gas emissions from the 
major sources of emissions in the United States. We are also 
pleased that most of these bills cover the fossil fuels and transpor-
tation sectors on an upstream basis. This minimizes regulation, 
promotes economic efficiency and ensures that all sectors are re-
quired to participate in reducing greenhouse gas emissions. 

The UAW opposes the provisions in the Waxman bill that would 
require EPA to regulate greenhouse gas emissions from light-duty 
vehicles. This would simply relax the pressure from the federal cap 
on other sectors without producing any additional reduction in 
greenhouse gas emissions beyond the level mandated by the federal 
cap. Thus, the only result of the EPA regulations would be to shift 
the burden of reducing greenhouse gas emissions from the rel-
atively low cost electric power sector to the much higher cost auto 
sector. The UAW supports the safety valve cost containment provi-
sions in the Bingaman-Specter bill. However, we also welcome the 
approach set forth in the Boxer-Lieberman-Warner bill, which 
would permit a pool of allowances to be borrowed from the future 
and auctioned to parties at set prices. 

The UAW applauds the Boxer-Lieberman-Warner, the Binga-
man-Specter and the Markey bills for including provisions designed 
to protect American businesses and workers from being placed at 
a competitive disadvantage by imposing carbon allowance require-
ments on certain imports from other nations that do not adopt com-
parable programs to reduce greenhouse gas emissions. However, 
these provisions need to be strengthened by making it clear that 
finished products such as automobiles and auto parts are covered 
under the international carbon allowance requirements. 

The UAW would especially like to commend the Boxer- 
Lieberman-Warner and the Bingaman-Specter bills for using a por-
tion of the revenues from the auction of carbon allowances to fi-
nance a program to encourage auto manufacturers and parts com-
panies to retool facilities in the United States to produce advanced 
technology vehicles and their key components. This program can 
help to speed up the introduction of these vehicles, thereby reduc-
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ing oil consumption and greenhouse gas emissions. At the same 
time, it can create tens of thousands of jobs for American workers. 

The UAW strongly opposes the provisions in the Boxer- 
Lieberman-Warner, Markey and Waxman bills that would allow 
the EPA to retain residual authority under the Clean Air Act to 
regulate CO2 emissions. This means that EPA could supersede key 
decisions that Congress will make in enacting a federal cap-and- 
trade program concerning the timetable for reductions in CO2 emis-
sions, the appropriate point of regulation and the distribution of 
economic burdens. We believe this would be inappropriate and un-
tenable. 

The UAW also strongly opposes the provisions in the Boxer- 
Lieberman-Warner and Markey bills that would supersede pending 
litigation over whether California and other States may regulate 
auto CO2 tailpipe emissions. We believe the courts should be al-
lowed to resolve whether these regulations are tantamount to regu-
lating fuel economy and are preempted by the federal CAFE pro-
gram. 

In addition, the Boxer-Lieberman-Warner, Markey, and Waxman 
bills all fail to deal with the important issue of how State climate 
change measures will interface with the federal cap-and-trade pro-
gram. Because of this critical deficiency, State climate change 
measures would result in zero additional reduction in greenhouse 
gas emissions beyond the level already mandated by the federal 
cap-and-trade programs established by these bills. Although State 
measures could reduce emissions from a particular sector, this 
would simply relax the pressure from the federal cap on other sec-
tors without providing any net environmental benefit. To avoid this 
nonsensical result, the UAW submits that any entities regulated by 
State climate change measures must be allowed to purchase and 
retire allowances from the federal cap-and-trade program to satisfy 
the State standards to the extent they are more stringent than 
comparable federal standards. This would guarantee that State 
measures actually produce additional reductions in greenhouse gas 
emissions while also allowing this to be accomplished in the most 
economically efficient manner. 

In conclusion, the UAW appreciates the opportunity to testify be-
fore this subcommittee. We look forward to working with the mem-
bers of this subcommittee, the entire Congress and a new Adminis-
tration to pass strong federal legislation that can achieve reduc-
tions in greenhouse gas emissions necessary to combat climate 
change while at the same time enhancing prospects for economic 
growth and the creation of jobs for American workers. Thank you. 

[The prepared statement of Mr. Reuther follows:] 

STATEMENT OF ALAN REUTHER 

INTRODUCTION 

Mr. Chairman, my name is Alan Reuther. I am the Legislative Director for the 
International Union, United Automobile, Aerospace & Agricultural Implement 
Workers of America (UAW). The UAW represents over one million active and retired 
workers across the country, many of whom work or receive retirement benefits from 
auto manufacturers and parts companies. The UAW appreciates the opportunity to 
testify before this Subcommittee on legislative proposals to reduce greenhouse gas 
emissions. We will focus on comments on the Climate Security Act of 2008 (S. 3036) 
sponsored by Senators Boxer, Lieberman, and Warner; the Investing In Climate Ac-
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tion and Protection Act (H.R. 6186) sponsored by Representative Markey; the Safe 
Climate Act (H.R. 1590) sponsored by Representative Waxman; and the Low Carbon 
Economy Act (S. 1766) sponsored by Senators Bingaman and Specter. 

The UAW shares the growing national concern about climate change. Scientific 
studies have confirmed that human use of fossil fuels is contributing to global 
warming. These studies underscore the major environmental challenges posed by 
global warming, including rising sea levels, changes in climate patterns, and threats 
to coastal areas. To avoid these dangers, we believe the growth in greenhouse gas 
emissions must be reduced and ultimately reversed. 

To address the problem of global warming in a meaningful way, the UAW believes 
we need a broad, comprehensive policy that will require all sectors of the economy 
to come to the table to help reduce our nation’s greenhouse gas emissions. This in-
cludes stationary sources, such as power plants and factories. It includes our fossil 
fuels, such as coal, oil, and natural gas. And it includes all mobile sources, such as 
planes, trains, buses, and ships, as well as light duty vehicles, which have already 
had their carbon emissions reduced through the reformed CAFE program that was 
enacted last year. 

We believe each sector should be required to contribute to the reduction of green-
house gases in a proportionate manner. No sector should enjoy a free ride or be ex-
empted. No sector should be required to bear a disproportionate burden, or to shoul-
der costs that would have a devastating impact on its operations or employment. 

To achieve these objectives, the UAW strongly supports the establishment of an 
economy-wide mandatory tradable-permits program that will slow the growth of, 
and eventually reduce greenhouse gas emissions in the United States. We believe 
this type of ‘‘cap-and-trade’’ program should mostly be done on an ‘‘up-stream’’ basis 
in order to minimize regulation and to ensure that all sectors of the economy par-
ticipate in reducing greenhouse gas emissions. We also believe this program should 
include mechanisms to ensure that no sector is hit with unacceptable spikes in the 
price of carbon permits or burdens that would have a negative impact on economic 
growth and jobs. In addition, this program should include measures to ensure that 
our businesses and workers are not placed at an unfair competitive disadvantage 
with U.S. trading partners and developing countries. Finally, this program should 
carefully delineate the authority of the Environmental Protection Agency (EPA), as 
well as the authority of the states, and ensure that any state climate change meas-
ures are integrated with the federal program in a way that leads to further reduc-
tions in greenhouse gas emissions in an economically efficient manner. 

STRUCTURE OF CAP-AND-TRADE PROGRAMS 

The UAW applauds all of the legislative proposals for establishing economy-wide 
cap-and-trade programs to reduce greenhouse gas emissions. By covering the electric 
power, industrial, transportation and fossil fuels sectors, these bills effectively ad-
dress the major sources of greenhouse gas emissions in the United States. 

The UAW also applauds the Boxer-Lieberman-Warner, Markey and Bingaman- 
Specter bills for covering the fossil fuels and transportation sectors on an ‘‘up-
stream’’ basis. This minimizes regulation, promotes economic efficiency, and also en-
sures that all sectors are required to participate in reducing greenhouse gas emis-
sions. In contrast, we oppose the approach in the Waxman bill that simply leaves 
key decisions about the point of regulation and operation of the cap-and-trade pro-
gram to the discretion of the Environmental Protection Agency (EPA). In our judg-
ment, these critically important policy decisions should be made by Congress, not 
left to the discretion of a federal agency. 

The UAW also opposes the provisions in the Waxman bill that would direct EPA 
to regulate greenhouse gas emissions from light duty vehicles. We believe it is 
wrong to focus exclusively on light duty vehicles, and exclude other parts of the 
transportation sector. Furthermore, because the Waxman bill establishes a cap-and- 
trade program covering the transportation sector, EPA regulations dealing with 
light duty vehicles would not produce any additional reduction in greenhouse gases 
beyond the level mandated by the federal cap. Although the EPA regulations would 
reduce greenhouse gas emissions from the auto sector, this would relax the pressure 
from the federal cap on other sectors, especially the electric power sector. In the 
end, there would not be any net environmental benefit. The only result of the EPA 
regulations would be to shift the burden of achieving greenhouse gas reductions 
from the relatively low cost electric power sector ($20–30 per ton) to the much high-
er cost auto sector ($90–100$ ton). See ‘‘Bringing Transportation into a Cap-and- 
Trade Regime.’’ A. Denny Ellerman, Henry D. Jacoby, and Martin B. Zimmerman. 
MIT Joint Program on the Science and Policy of Global Change, Report No. 136, 
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pps. 7–11, June 2006. This directly contradicts the fundamental tenet underlying 
the establishment of an economy-wide cap-and-trade program. 

We would note that various industries—such as airlines and steel—have already 
put forward amendments to exempt the coal or oil that they use from the require-
ments of the cap-and-trade programs. We oppose such ‘‘carve outs’’ for specific in-
dustries. To the extent any industries are exempted, this will only serve to increase 
the pressure on the rest of the industries and sectors that are still covered under 
the cap-and-trade programs. In the end, this could unravel the prospects of enacting 
any meaningful federal program to combat climate change, which in our judgment 
must be premised on an equitable distribution of the resulting economic burdens. 

COST CONTAINMENT 

The UAW believes it is essential that any cap-and-trade program include an effec-
tive mechanism for preventing price spikes and ensuring that no sector of the econ-
omy is forced to bear disproportionate costs or burdens that would have a negative 
impact on employment. In our judgment, the failure of the Markey and Waxman 
bills to include such provisions represents a serious deficiency. 

The UAW supports the ‘‘safety value’’ contained in the Bingaman-Specter bill. 
However, we also welcome the approach set forth in the Boxer-Lieberman-Warner 
bill, which would permit a pool of allowances to be borrowed from the future and 
auctioned to parties at set prices. In our judgment this could provide a workable 
mechanism for containing costs. However, we believe more work needs to be done 
to ensure that any pool of allowances is sufficiently large and is made available at 
acceptable prices. 

INTERNATIONAL COMPETITION 

The UAW applauds the Boxer-Lieberman-Warner, Bingaman-Specter, and Markey 
bills for including provisions designed to ensure that American businesses and 
workers are not placed at a competitive disadvantage with our trading partners and 
developing nations. In particular, we welcome the provisions that would impose car-
bon allowance requirements on certain imports from other nations that do not adopt 
comparable programs to reduce greenhouse gas emissions. 

However, in our judgment these provisions still need to be strengthened in a num-
ber of respects. Most importantly, we are concerned that finished products, such as 
automobiles and auto parts, may not be covered under the international carbon al-
lowance requirements. This would pose a major threat to the jobs of American work-
ers, especially as China and India continue to ramp up their auto industries for ex-
port to the United States. Failing to extend the international carbon allowance re-
quirements to finished products made from energy-intense materials will drive the 
production of these products off-shore. It also will undermine the protection of U.S. 
suppliers of energy-intense materials by removing the international allowance re-
quirements from these materials once they are formed into finished products. 

The UAW regrets that the Waxman bill does not appear to include any provisions 
to deal with the critically important issue of international competition. 

INVESTING IN NEW TECHNOLOGIES AND JOBS 

The UAW is pleased that all of the proposals would reinvest revenues raised from 
the auctioning of carbon allowances to spur research and development of advanced, 
low carbon technologies, and to promote the deployment of these technologies 
throughout our nation. This can be critically important in ensuring that our econ-
omy continues to grow and that we create the jobs of the future in this country. 

The UAW would especially like to commend the Boxer-Lieberman-Warner and 
Bingaman-Specter bills for including robust provisions that would use a portion of 
the revenues from the auction of carbon allowances to finance a program to encour-
age auto manufacturers and parts companies to retool facilities in the United States 
to produce advanced technology vehicles (hybrids, plug-in hybrids, clean diesels) and 
their key components. This type of program can help to speed up the introduction 
of these advanced technology vehicles, thereby reducing oil consumption and green-
house gas emissions. At the same time, it will provide a significant incentive for 
auto and parts manufacturers to retool facilities in this country to produce these ve-
hicles of the future and their key components. This can create tens of thousands 
of jobs for American workers. 
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RESIDUAL EPA AUTHORITY TO REGULATE CO2 EMISSIONS 

Even though the Boxer-Lieberman-Warner, Markey, and Waxman bills establish 
an economy-wide cap-and-trade program to reduce greenhouse gases, they would 
also allow the EPA to retain residual authority under the Clean Air Act to regulate 
CO2 emissions. This effectively means that EPA would be free to disregard key deci-
sions that Congress will make in considering these bills concerning the timetable 
for reductions in CO2 emissions, the appropriate point of regulation, and the dis-
tribution of economic burdens. Instead, EPA would be free to regulate CO2 emis-
sions from the electric power, industrial, transportation and fuels sectors in ways 
that differ fundamentally from these bills. The UAW submits that it is inappro-
priate and untenable to allow a federal agency to supersede decisions by Congress 
in this manner. 

In the absence of any federal cap-and-trade program, the UAW understands the 
importance of EPA’s existing authority to regulate CO2 emissions. But if Congress 
is going to take the difficult step of enacting a comprehensive federal cap-and-trade 
program to combat climate change, we do not believe it makes any sense to allow 
EPA to proceed in ways that differ from this program. 

STATE AUTHORITY 

The Boxer-Lieberman-Warner, Markey, and Waxman bills all preserve existing 
state authority to regulate greenhouse gases. However, the Boxer-Lieberman-War-
ner and Markey bills also supersede pending litigation over the scope of that author-
ity, and make it clear that California and other states may regulate auto CO2 tail-
pipe emissions. The UAW strongly opposes these provisions as unnecessary and 
overreaching. We believe the courts should be allowed to resolve the contentious 
issue of whether the states may regulate auto CO2 tailpipe emissions, or whether 
this is tantamount to regulating fuel economy and is preempted by the CAFE pro-
gram. Attached to this testimony is an addendum setting forth the reasons why we 
believe the California auto CO2 tailpipe emissions standard is both pre-empted and 
seriously flawed. 

In addition, the Boxer-Lieberman-Warner, Markey and Waxman bills all fail to 
deal with the important issue of how state climate change measures—whatever 
their scope—will interface with the federal cap-and-trade program. Because of this 
critical omission, the unfortunate reality is that state climate change measures 
would result in ZERO additional reduction in greenhouse gas emissions beyond the 
level already mandated by the federal cap-and-trade programs established by these 
bills. Although state measures could reduce emissions from a particular sector, this 
would simply relax the pressure from the federal cap on other sectors, without pro-
viding any net environmental benefit. See ‘‘Bringing Transportation into a Cap-and- 
Trade Regime.’’ A. Denny Ellerman, Henry D. Jacoby and Martin B. Zimmerman. 
MIT Joint Program on the Science and Policy of Global Change, Report No. 136, 
pps. 7–11, June 2006. 

The UAW submits that this is a nonsensical result. If the states are going to be 
allowed to implement climate change measures that impose significant economic 
burdens on particular industries, a mechanism should be established to ensure that 
these state measures can interface with the federal cap-and-trade program in an ap-
propriate manner, and thereby provide additional reductions in greenhouse gas 
emissions. 

The UAW believes this can easily be accomplished by allowing entities regulated 
by state climate change measures to purchase and retire allowances from the fed-
eral program to satisfy the state standards (to the extent they are more stringent 
than comparable federal standards). This would guarantee that the state measures 
actually provide an environmental benefit through additional reductions in green-
house gas emissions, while also allowing this to be accomplished in the most eco-
nomically efficient manner in keeping with the fundamental premise of the federal 
cap-and-trade program. 

CONCLUSION 

The UAW appreciates the opportunity to testify before this Subcommittee on var-
ious legislative proposals for reducing greenhouse gas emissions. These proposals 
have many positive features, and therefore represent an important first step in the 
effort by Congress to deal effectively with the threat posed by global warming. At 
the same time, there are still many serious problems and issues that need to be re-
solved. The UAW looks forward to working with the Members of this Subcommittee, 
the entire Congress, and a new administration to pass strong federal legislation es-
tablishing an economy-wide cap-and-trade program to reduce greenhouse gas emis-
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sions. If this is done correctly, it can achieve the reductions necessary to combat cli-
mate change, while at the same time enhancing prospects for economic growth and 
the creation of jobs for American workers. 

ADDENDUM 

STATE AUTO CO2 TAILPIPE EMISSIONS STANDARDS 

For a number of reasons, the UAW strongly opposes the provisions in the Boxer- 
Lieberman-Warner and Markey bills that would supersede pending litigation con-
cerning the scope of state authority to regulate greenhouse gas emissions, and make 
it clear that California and other states may regulate auto CO2 tailpipe emissions 

First, these provisions would directly interfere with the ongoing litigation in the 
federal courts over whether the state CO2 tailpipe emissions regulations are pre- 
empted. In our judgment, the courts should be allowed to determine whether cur-
rent law forbids the states from making such regulations. Although several lower 
federal courts have issued decisions on this issue, so far there has not been a defini-
tive ruling by a Court of Appeals or the Supreme Court. Specifically, in Massachu-
setts v. EPA the Supreme Court did not consider the issue of whether state regula-
tions regulating CO2 tailpipe emissions from automobiles are preempted by the En-
ergy Policy and Conservation Act (EPCA). 

When higher federal courts do consider this issue, the UAW believes they will 
conclude that state CO2 tailpipe emissions regulations are indeed preempted. EPCA 
expressly preempts state standards that are ‘‘related to’’ the federal corporate aver-
age fuel economy standards (CAFE). 29 U.S.C. 32919 Congress made this judgment 
when it established the CAFE program because it wanted to avoid the negative eco-
nomic consequences on the auto industry of a multitude of different state standards. 

As a scientific matter, there is no dispute that reducing CO2 tailpipe emissions 
from automobiles is directly and overwhelmingly related to their fuel economy. The 
only way to significantly reduce CO2 tailpipe emissions is to substantially increase 
fuel economy through the adoption of engine, transmission and other vehicle tech-
nologies that increase fuel economy. There is a direct and indisputable correlation 
between the CO2 tailpipe emissions and fuel economy. As a result, statements by 
the California Air Resources Board (CARB) and the leading congressional advocates 
of the California CO2 tailpipe emissions standard all refer to the fuel economy (mpg) 
target achieved by that standard. 

Second, it is important to recognize that the California CO2 tailpipe emissions 
standard directly conflicts with the new reformed CAFE program enacted by Con-
gress in the Energy Independence and Security Act of 2007 (EISA). Specifically, the 
California standard: 

• Is not based on an attribute-based system like the reformed CAFE program. In-
stead, it applies the same rigid formula to all manufacturers, regardless of their 
product mix. This undercuts the effectiveness of the standard, since companies pro-
ducing towards the smaller end of the passenger car and light truck markets will 
not have to make as great an effort to reduce the CO2 emissions and to increase 
the fuel economy of their fleets. In effect, it significantly discriminates against full 
line manufacturers. 

• Does not maintain separate standards for passenger cars and light trucks. As 
a result, it discriminates against and penalizes companies whose product mix is 
more oriented towards the light truck market. 

• Exempts auto manufacturers whose production is below a certain threshold. This 
also undercuts the effort to reduce CO2 emissions and improve fuel economy. And 
it gives a major competitive advance to newer entrants into the auto market. 

Third, granting a waiver to California will not simply result in two standards for 
vehicles, a federal standard and a more stringent California standard adopted by 
many states. Instead, in order to comply with the CO2 tailpipe emissions standards 
adopted by California and other states, auto manufacturers would have to make 
sure that the vehicles they sell in each state satisfy this stringent standard. Because 
of product mix differences in different states, it would be virtually impossible for the 
auto manufacturers to satisfy this compliance burden. Even though a manufacturer 
is selling the same type of vehicles with the same technologies in each state, as a 
result of product mix differences the manufacturer might be in compliance in one 
state, but flunk the same standard in another state. 

Fourth, the reduction in greenhouse gas emissions and improvement in fuel econ-
omy which proponents of the California standard hope to achieve will be signifi-
cantly offset by increased CO2 tailpipe emissions and decreased fuel economy in 
states that have not adopted this standard. The new federal CAFE standard estab-
lished by Congress in EISA simply requires the auto manufacturers to comply with 
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stiffer fuel economy targets for their entire nationwide fleets of passenger cars and 
light trucks. To the extent that California and other states impose more stringent 
fuel economy/CO2 standards on the vehicles sold by manufacturers in those states, 
this simply relaxes the fuel economy target that the manufacturers will have to 
meet in the rest of the country to remain in compliance with the new CAFE stand-
ard. In effect, the manufacturers will be able to increase the number of larger, less 
fuel efficient passenger cars and light trucks that they sell in the states that have 
not adopted the California CO2 tailpipe emissions standard. 

Fifth, allowing states to proceed with CO2 tailpipe emissions standards would 
raise the prospect of states seeking to combat global warming through measures 
that place the economic burden on the economies of other states. In our judgment, 
this type of ‘‘economic warfare’’ raises troubling constitutional issues. 

SUMMARY 

The UAW applauds all of the legislative proposals on climate change for estab-
lishing economy-wide cap-and-trade programs to reduce greenhouse gas emissions. 
We also commend the Boxer-Lieberman-Warner, Markey and Bingaman-Specter 
bills for covering the fossil fuels and transportation sectors on an ‘‘upstream’’ basis, 
which will minimize regulation and ensure that all sectors are required to partici-
pate in reducing greenhouse gas emissions. 

The UAW supports the provisions in the Bingaman-Specter bill that would estab-
lish a ‘‘safety value’’ to contain costs. But we also welcome the provisions in the 
Boxer-Lieberman-Warner bill that seek to achieve the same objective by creating a 
pool of allowances that could be borrowed from the future and auctioned at set 
prices. 

The UAW applauds the Boxer-Lieberman-Warner, Bingaman-Specter, and Markey 
bills for including provisions to ensure that American businesses and workers are 
not placed at a competitive disadvantage with our trading partners, by imposing 
carbon allowance requirements on imports from other nations that do not adopt 
comparable programs to reduce greenhouse gas emissions. However, we believe 
these provisions need to be strengthened to make it clear that certain finished prod-
ucts, such as automobiles and auto parts, are covered by these protections. 

The UAW commends the Boxer-Lieberman-Warner and Bingaman-Specter bills 
for including robust provisions that would use a portion of the revenues from the 
auction of the carbon allowances to finance a program to encourage auto manufac-
turers and parts companies to retool facilities in the United States to produce ad-
vanced technology vehicles and their key components. This would help to reduce 
greenhouse gas emissions, while creating tens of thousands of jobs for American 
workers. 

The UAW strongly opposes the provisions in the Boxer-Lieberman-Warner, Mar-
key and Waxman bills that would allow the EPA to retain residual authority under 
the Clean Air Act to regulate CO2 emissions. This would effectively allow EPA to 
disregard key decisions that Congress will make concerning the timetable for reduc-
tions in CO2 emissions, the appropriate point of regulation, and the distribution of 
economic burdens. 

The UAW also strongly opposes the provisions in the Boxer-Lieberman-Warner 
and Markey bills that would supersede pending litigation over whether the Cali-
fornia auto CO2 tailpipe emission standard is tantamount to regulating fuel econ-
omy and is preempted by the CAFE program. This contentious issue should be left 
for the courts to resolve. 

In addition, the Boxer-Lieberman-Warner, Markey and Waxman bills all fail to 
deal with the important issue of how state climate change measures will interface 
with the federal cap-and-trade program. Because of this omission, state climate 
change measures would result in ZERO additional reduction in greenhouse gas 
emissions beyond the level already mandated by the federal cap-and-trade programs 
established by these bills. Although state measures can reduce emissions from a 
particular sector, this would simply relax the pressure from the federal cap on other 
sectors, without providing any net environmental benefit. 

The UAW believes this fundamental defect in the three bills can easily be solved 
by allowing entities regulated by state climate change measures to purchase and re-
tire allowances from the federal program to satisfy the state standards (to the ex-
tent they are more stringent than comparable federal standards). This would guar-
antee that the state measures actually provide an environmental benefit through 
additional reductions in greenhouse gas emissions, while also allowing this to be ac-
complished in the most economically efficient manner. 
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Mr. BOUCHER. Thank you very much, Mr. Reuther. 
Ms. Jacobson. 

STATEMENT OF LISA JACOBSON, EXECUTIVE DIRECTOR, 
BUSINESS COUNSEL FOR SUSTAINABLE ENERGY 

Ms. JACOBSON. Thank you, Mr. Chairman and members of the 
subcommittee for the opportunity to share views of clean energy 
businesses in the United States. Our industries are actively invest-
ing capital and creating jobs that help our Nation reduce green-
house gas emissions. They include advanced batteries, biomass, 
biogas, fuel cells, geothermal, hydropower including new water-
power resources such as ocean, tidal and in-stream hydrokinetic, 
natural gas, solar, wind, and supply-side and demand-side energy 
efficiency. I have provided more detailed perspectives on the five 
legislative proposals in my written testimony so I will use my time 
this morning to describe why existing clean energy technologies 
need to be the centerpiece of any federal response to climate 
change and provide recommendations on how specific elements are 
needed in the legislation to stimulate these investments. 

The Council’s members are businesses and we support federal ac-
tion to address climate change. We therefore commend the bill’s 
sponsors and committee members for their leadership in the devel-
opment of national climate change legislation and we appreciate 
the thoughtful work that this committee has also put into the issue 
to date. As businesses, we support market-based approaches such 
as cap-and-trade. We think that offers a chance to effectively and 
cost-effectively reduce emissions and stimulate investment that we 
will need for our future energy sources. 

The Council feels strongly that we do not need to wait to begin 
to reduce greenhouse gas emissions. We have technologies that are 
readily available today and many of them are cost-effective to re-
duce greenhouse gas emissions. According to a March 2008 report 
by McKinsey and Company, the Nation can reduce greenhouse gas 
emissions in 2030 by 3 to 4-and-a-half gigatons. That is up to 28 
percent below 2005 levels by using existing tested approaches and 
high-potential emerging technologies. McKinsey estimates that the 
total needed investments to achieve this is 1.5 percent of the in-
vestments the U.S. economy is expected to make over this period. 
Deploying existing clean energy technology as soon as possible will 
ease this transition to a future carbon-constrained economy. Start-
ing early pays clear dividends. This is even more urgent in the pe-
riod leading up to 2020 as the United States faces electric demand 
growth and regulatory uncertainty on climate change policy is 
stalling some domestic sector investments. Existing technologies 
can help smooth out this transition. 

Further, deployment of existing technologies creates high-paying 
U.S. jobs and increases our economic prosperity. Every State can 
benefit and these jobs are not easily outsourced. Therefore, existing 
clean energy technology deployment represents the vital first phase 
of a U.S. climate change program. 

In order for clean energy technologies to be able to play their role 
in reducing emissions, a federal climate change program must do 
several things. First, it must send clear, predictable signals to the 
market to invest in these sectors over the short, medium, and long 
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term. Businesses need to know where to invest their capital. Sec-
ond, it must ensure that financial mechanisms such as allocation 
policy and auction proceeds are directed at near-term emission re-
duction. These provisions also send signals to the market and can 
drive significant market growth in existing clean tech sectors. 
Third, it must address regulatory and market barriers in the power 
sector, providing incentives and policy direction that shifts our Na-
tion to less emitting energy generation, distribution, and use. The 
Council has released a package of energy policies and incentives 
under the Clean Energy Deployment Path to Climate Solutions Act 
that can be adopted by Congress immediately. This will deploy ex-
isting technology and start us down the path to reduce emissions. 
Fourth, it should include a robust offset program as a vehicle to de-
ploy technology in sectors that are not under a cap and to lower 
the cost of compliance. However, integrity in this offset program is 
critical. Finally, we support credit for early action to recognize 
businesses and other entities that take steps now to reduce emis-
sions. This will also deploy technology. 

As with other major economy-wide proposals, the details will be 
critical. We need to ensure that there is clarity in the markets and 
we start forward with the first phase of a U.S. climate change pro-
gram ensuring that existing clean energy technology is deployed. 

Thank you very much for your time and your consideration. 
[The prepared statement of Ms. Jacobson follows:] 
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Mr. BOUCHER. Thank you very much, Ms. Jacobson. 
Mr. Kuhn. 

STATEMENT OF THOMAS R. KUHN, PRESIDENT, EDISON 
ELECTRIC INSTITUTE 

Mr. KUHN. Thank you, Chairman Boucher and members of the 
Committee. My name is Tom Kuhn, president of Edison Electric In-
stitute, and I would first like to commend the Committee for their 
thorough and very inclusive work that they have done on this par-
ticular issue. I think that the white papers and the many, many 
hearings you have are designed to address the difficulty and com-
plexity of this issue. 

The electric industry has been a leader in reductions of green-
house gas emissions since 1994. We established a program to do 
that and we are responsible for about two-thirds of the overall 
emissions reductions that have been reported to the Federal Gov-
ernment at this point in time. More than a year ago, our board of 
directors did take a unanimous position that indicated we would 
support legislation to achieve greater reductions in greenhouse gas 
emissions and to establish a price of carbon, either by a tax or a 
cap-and-trade. 

I would first like to mention the magnitude of that challenge 
though. With population economic growth, the Energy Information 
Administration estimates that by the year 2030, electricity growth 
will grow by 30 percent and that is after factoring in the very sig-
nificant provisions that you passed in the Energy Policy Act of 
2007 for energy efficiency. Electricity is the lifeblood of the econ-
omy so our main job to supply electricity and to make sure it is 
reliable and there when people need it. 

In order to do this job to reduce greenhouse gas emissions where 
you are going to have to increase the electricity supply and at the 
same time reduce emissions, we are going to need the full suite of 
technologies to accomplish this issue, and I would like to talk a lit-
tle bit about—turn to a slide that we have that was done by the 
Electric Power Research Institute that talks about again the chal-
lenges of this task. 

[Slide shown.] 
The EPRI put up a—did a thorough, exhaustive study and we 

have complemented it by a tremendous amount of work by our 
CEO team over the past year and a half to look at all the tech-
nologies that we would need to deal with the global climate issue, 
and I might emphasize that this work talks about the technological 
feasibility of these technologies so that we are really pushing the 
envelope on them and would need significant public policy support 
in order to accomplish it. 

First, we start out with energy efficiency, which we call the fifth 
fuel, and I think we have done a great deal over the past decades, 
several decades on energy efficiency but we do believe we can do 
a great deal more and we can do it with the help of major new 
technologies such as advanced meters and information systems and 
new technologies in the building efficiency and appliance efficiency 
that can enable us to achieve a lot more. The Congress is talking 
about policies that would reduce the depreciation for advanced me-
ters. That would help very much. Incidentally, on that target, I 
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might point out that electricity growth for the past 10 years has 
been over 2 percent. The Energy Information Administration talks 
about it declining to somewhere in the neighborhood of 1 percent 
and EPRI is talking about the possibility of going to .7 percent. So 
again, that talks about the magnitude that we are looking to to 
achieve in the area of energy efficiency. 

In the area of renewables, the industry has been strongly sup-
portive of additional renewables. In fact, wind is one of the fastest 
growing fuels that we see. But once again, we estimate here, the 
Energy Information Administration talks about a doubling of re-
newables between now and the year 2030. EPRI is pushing for a 
quadrupling of those renewables. Right now renewables produce 
about 2 percent of our overall electric generation so if we do that, 
we will get a lot more and it will be very necessary but it still 
would not produce a significant percentage of the overall genera-
tion. In order to get more renewables, we are going to need trans-
mission policies that will allow us to get the transmission to where 
the renewables are needed, and we certainly also need tax support 
that would entail extension of the production tax credits and the 
investment tax credits for renewables. 

Nuclear generation—every CEO of electric utilities around the 
world who are members of our organization will indicate that if you 
are going to make the goals that you want to make with global cli-
mate change, you will need additional nuclear power plants. We 
now have about 118 gigawatts of nuclear energy in this country. 
The Energy Information Administration talks about many addi-
tional nuclear power plants that would be brought on board by the 
year 2030. We are talking about the possibility of bringing 64 
gigawatts of new nuclear plants on by that period of time, and that 
again is a huge challenge but one that will be necessary. 

New clean coal technologies and carbon capture and storage— 
again, if you see that chart, you see the big bar that is going to 
be necessary for us to bring on carbon capture and storage and new 
clean coal technologies that will enable us to remove the carbon 
from—or capture and sequester and remove the carbon from coal 
power plants. This is a huge task and one that we need to advance 
with a great deal of funding for these new technologies in the near 
term. 

Finally, plug-in hybrid electric vehicles. We think the PHEVs can 
provide a great deal not only in the energy and security side but 
on the environmental side as these vehicles come in and reduce our 
dependence on oil and also allow us to reduce greenhouse gas emis-
sions in a major way. 

All of these things are ambitious targets, and if we have overly 
ambitious targets, particularly in the near term, it will entail us 
moving toward more use of natural gas and that would further 
drive up natural gas prices and would certainly hurt our ability to 
make the long-term goals. We believe that need every one of these 
technologies. There is no silver bullet. You can’t pick out energy ef-
ficiency and renewables and said that will do it all. You can’t pick 
out nuclear and say that will do it all. We need everything in order 
to get it done. 

We do have four additional major principles that I would just 
like to say, first—— 
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Mr. BOUCHER. Mr. Kuhn, your time is about 2 minutes over at 
this point and—— 

Mr. KUHN. Cost containment mechanisms are going to be very 
important, like a safety valve. Offsets will be very important to re-
duce the cost. We need all nations to participate and we certainly 
need to harmonize the federal and state policies in order for us to 
do this thing with an overall national policy. 

I very much appreciate the opportunity to testify, Mr. Chairman. 
[The prepared statement of Mr. Kuhn follows:] 
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Mr. BOUCHER. Thank you very much, Mr. Kuhn. 
Admiral Bowman. 

STATEMENT OF ADMIRAL FRANK L. BOWMAN, U.S. NAVY (RE-
TIRED), PRESIDENT AND CHIEF EXECUTIVE OFFICER, NU-
CLEAR ENERGY INSTITUTE 

Admiral BOWMAN. Thank you, Mr. Chairman, Ranking Member 
Upton and Ranking Member Barton. Thank you very much to the 
committee for allowing me this opportunity to represent the nu-
clear energy industry at this hearing to discuss these legislative 
proposals. I am retired Admiral Skip Bowman, president and chief 
executive officer of the Nuclear Energy Institute. 

NEI has taken no specific position on the various legislative pro-
posals currently before Congress. Nonetheless, NEI is deeply en-
gaged in and committed to the debate over climate policy. A year 
ago the NEI executive committee endorsed a set of principles estab-
lishing the nuclear industry’s policy on climate change. Those prin-
ciples included support for federal action or legislation to reduce 
greenhouse gas emissions. NEI and I personally believe that fed-
eral action through legislation cannot wait for completion of the 
technologies needed to mitigate carbon emissions and that federal 
action must be implemented now but must place immediate em-
phasis on approaches and technologies that can be deployed in the 
early years. 

Let me address two issues that should be recognized and re-
flected in any legislative initiative to control carbon. First, we see 
a growing consensus that any credible program to reduce green-
house gas emissions in the United States and worldwide will re-
quire a portfolio of technologies similar to what Mr. Kuhn just said, 
technologies and approaches and that nuclear energy is an indis-
pensable part of that portfolio. This conclusion that nuclear power 
is an essential component of any carbon reduction initiative is un-
ambiguous, it is beyond question and is supported by an impressive 
body of mainstream research and analysis. I just counted eight of 
these recent reports including a report from the National Acad-
emies of Sciences of 13 countries just last week, including the 
United States and indeed all of the G8 countries. 

Second, we believe it is imperative to address the major invest-
ment challenge facing the electric power sector as it seeks to de-
velop and deploy the low-carbon and zero-carbon technologies nec-
essary to reduce greenhouse gas emissions. Federal climate legisla-
tion must obviously include targets and timetables for carbon re-
duction but legislation must also help industry be provided with 
the technology and the means to achieve those targets and time-
tables. In our view, that will require an aggressive program of fi-
nancing support; more aggressive and ambitious than anything in 
place today. 

Analyses of the various legislative proposals the subcommittee is 
considering today, including the modeling conducted by the Envi-
ronmental Protection Agency and the Energy Information Adminis-
tration, all show that nuclear plant construction must accelerate in 
a carbon-constrained world. In NEI’s analysis of the Lieberman- 
Warner bill, the model forecasts more new nuclear capacity than 
could realistically be built, and in those modeling runs where nu-
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clear energy expansion is constrained, carbon emissions and carbon 
prices are higher, electric sector consumption of natural gas soars, 
electricity and gas prices are higher, and GDP losses are much 
greater. Let me assure you that the U.S. nuclear industry hears 
this call to action and is moving forward as quickly as we can to 
license, finance and build new nuclear plants in the United States. 
Seventeen companies or groups of companies are preparing license 
applications for as many as 31 new reactors, nine applications for 
construction and operating license are currently under review by 
the Nuclear Regulatory Commission for a total of 15 new plants. 

But for new nuclear plant construction, one of the most signifi-
cant financing challenges is the cost of these projects relative to the 
size, market value, and financing capability of the companies that 
will build them. New nuclear power plants are expected to cost as 
least $6 to $7 billion in today’s money. U.S. electric power compa-
nies simply do not have the size, the financing capability, or the 
financial strength to finance these projects on balance sheets on 
their own. These first projects must have financing support, either 
loan guarantees from the Federal Government or assurance of in-
vestment recovery from State governments, or both. We should not 
confuse those loan guarantees with subsidies. They are not. Every 
penny of the cost is borne by the industry. The modest loan guar-
antee program authorized by the 2005 Energy Policy Act was a 
small step in the right direction but it does not represent a suffi-
cient response to the urgent need to rebuild our critical electric in-
frastructure. Limits imposed by appropriations report language 
have resulted in loan guarantee volumes that will not begin to 
cover the project cost. Time limits imposed by that report language 
have introduced uncertainty into the process. We believe the 
United States will need something similar to the clean energy bank 
concept now under consideration by a number of members of Con-
gress. Creation of this financing entity should be an integral part 
of any climate change legislation. 

Mr. Chairman, I appreciate the opportunity to testify and look 
forward to questions. 

[The prepared statement of Admiral Bowman follows:] 

STATEMENT OF FRANK L. BOWMAN 

On behalf of the nuclear energy industry, the Nuclear Energy Institute (NEI) ap-
preciates the opportunity to discuss legislative proposals to reduce greenhouse gas 
emissions. 

NEI is responsible for defining and implementing nuclear industry policy on ge-
neric regulatory, financial, technical and legislative issues. NEI members include all 
companies licensed to operate commercial nuclear power plants in the United 
States, and hundreds of other companies and organizations that provide equipment, 
fuel and services to the nuclear energy industry. 

NEI has taken no position on the specific legislative proposals currently before 
Congress. We leave to others the complex policy issues of how best to structure a 
program to reduce carbon emissions. Nonetheless, NEI is deeply engaged in, and 
committed to, the debate over climate policy. A year ago, the NEI Executive Com-
mittee endorsed a set of principles establishing nuclear industry policy on climate 
change. Those principles included support for federal action or legislation to reduce 
greenhouse gas emissions. 

In this statement let me address two issues that should, we believe, be recognized 
and reflected in any legislative initiative to control carbon emissions. 

First, we see a growing consensus that any credible program to reduce greenhouse 
gas emissions in the U.S. and worldwide will require a portfolio of technologies and 
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approaches, and that nuclear energy is an indispensable part of that portfolio. This 
conclusion is supported by an impressive body of mainstream research and analysis. 

And second, we believe it is imperative to address the major investment challenge 
facing the electric power sector as it seeks to develop and deploy the low-carbon and 
zero-carbon technologies necessary to reduce greenhouse gas emissions. Federal leg-
islation must obviously include targets and timetables for carbon reduction, but leg-
islation must also help provide industry the technology and the means to achieve 
those targets and timetables. In our view, that will require an aggressive program 
of financing support-more aggressive and ambitious than anything in place today. 

The growing body of mainstream research and analysis shows that nuclear power 
is an important part of the portfolio required to reduce carbon emissions. The most 
recent came from the Organization for Economic Cooperation and Development 
(OECD)’s International Energy Agency (IEA) last week. The IEA’s 2008 Energy 
Technologies Perspective asserts that ‘‘A global revolution is needed in ways that 
energy is supplied and used. Far greater energy efficiency is a core requirement. Re-
newables, nuclear power, and CO2 capture and storage must be deployed on a mas-
sive scale.’’ 

Last week’s IEA report amplifies the findings in its World Energy Outlook, the 
pre-eminent global energy forecast, which was published earlier this year. In the 
2008 edition of that forecast, the IEA analyzed what must be done to stabilize the 
concentration of CO2 in the atmosphere at 450 parts per million (ppm)—the level 
judged necessary by the Intergovernmental Panel on Climate Change to avoid irre-
versible damage. In that scenario, world nuclear generating capacity more than dou-
bles—from 368 gigawatts today to 833 gigawatts in 2030. Even with this ambitious 
growth, the additional nuclear capacity does not shoulder the entire carbon reduc-
tion load: end-use energy efficiency, improved efficiency of coal-fired power plants, 
and major gains in CO2 capture and storage are also necessary. 

This conclusion—that nuclear power is an essential component of any carbon re-
duction initiative—is unambiguous and beyond question. It is shared by leaders and 
governments around the world, including Yvo de Boer, Executive Secretary of the 
United Nations Framework Convention on Climate Change. Mr. de Boer said last 
July that he had never seen a credible scenario for reducing carbon emissions that 
did not include nuclear energy. 

In addition to policy leaders, the world’s scientific community agrees that nuclear 
energy must play a significant role in meeting the dual challenges of electricity pro-
duction and greenhouse gas reduction. The most recent assessment report from the 
Intergovernmental Panel on Climate Change identifies nuclear energy as one of the 
‘‘key mitigation technologies.’’ 

Closer to home, analyses of the various legislative proposals that have come be-
fore Congress, including the modeling conducted by the Environmental Protection 
Agency and the Energy Information Administration, all show that nuclear plant 
construction must accelerate in a carbon-constrained world. In EIA’s analysis of the 
Lieberman-Warner legislation, the model forecasts more new nuclear capacity than 
could realistically be built during the forecast period. And in those modeling runs 
where nuclear energy expansion is constrained, carbon emissions and carbon prices 
are higher, electric sector consumption of natural gas soars, electricity and gas 
prices are higher, and GDP losses are greater. 

Given that additional nuclear power is essential, what then must we do to ensure 
development and deployment of nuclear energy and the other clean energy tech-
nologies necessary to address the climate challenge? 

We must start by facing the facts. The United States is increasingly dependent 
on older, less efficient, more costly generating capacity. We have roughly one million 
megawatts of electric generating capacity today, and almost one-half of that is more 
than 30 years old. Almost 20 percent is more than 40 years old. Continuing to oper-
ate that older, less efficient, generating capacity, continuing to defer capital invest-
ment in newer, cleaner, more efficient generating technologies, is frustrating our 
ability to achieve cleaner air and reduce carbon emissions, and will continue to do 
so. 

Consensus estimates show that the electric sector must invest at least $1 trillion 
between now and 2020 for new generating capacity, new transmission and distribu-
tion, efficiency programs, and environmental controls. That is more than the book 
value of the entire existing electric power supply and delivery system, and it does 
not include the cost of carbon controls. Addressing this investment challenge—and 
we must address this problem—will require innovative approaches to financing. 

Meeting these investment needs will require a partnership between the private 
sector and the public sector. The times demand innovative approaches, combining 
all the financing capabilities and tools available to the private sector, the Federal 
Government and State governments. 
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In terms of new nuclear plant construction, one of the most significant financing 
challenges is the cost of these projects relative to the size, market value and financ-
ing capability of the companies that will build them. 

New nuclear power plants are expected to cost at least $6 to 7 billion. U.S. electric 
power companies do not have the size, financing capability or financial strength to 
finance new nuclear power projects on balance sheet, on their own-particularly at 
a time when they are investing heavily in other generating capacity, transmission 
and distribution infrastructure, and environmental controls. These first projects 
must have financing support-—either loan guarantees from the Federal Government 
or assurance of investment recovery from State governments, or both. 

The states are doing their part. Throughout the South and Southeast, state gov-
ernments have enacted legislation or implemented new regulations to encourage 
new nuclear plant construction. Comparable Federal Government commitment is es-
sential. 

The modest loan guarantee program authorized by the 2005 Energy Policy Act 
was a small step in the right direction, but it does not represent a sufficient re-
sponse to the urgent need to rebuild our critical electric power infrastructure. We 
believe the United States will need something similar to the Clean Energy Bank 
concept now under consideration by a number of members of Congress—a govern-
ment corporation, modeled on the Export-Import Bank and the Overseas Private In-
vestment Corporation, to provide loan guarantees and other forms of financing sup-
port to ensure that capital flows to clean technology deployment in the electric sec-
tor. Creation of such a financing entity should be an integral component of any cli-
mate change legislation. 

Such a concept serves at least two national imperatives. 
First, it addresses the challenge mentioned earlier—the disparity between the size 

of these projects relative to the size of the companies that will build them. In the 
absence of a concept like a Clean Energy Bank, new nuclear plants and other clean 
energy projects will certainly be built, but in smaller numbers over a longer period 
of time. 

Second, federal loan guarantees provide a substantial consumer benefit. A loan 
guarantee allows more leverage in a project’s capital structure, which reduces the 
cost of capital, in turn reducing the cost of electricity from the project. Electricity 
consumers—residential, commercial and industrial—are already struggling with in-
creases in oil, natural gas and electricity prices. The high cost of energy and fuel 
price volatility has already compromised the competitive position of American indus-
try. We know that the next generation of clean energy technologies will be more 
costly than the capital stock in place today. In this environment, we see a compel-
ling case for federal financing support that would reduce consumer costs. 

If it is structured like the loan guarantee program authorized by Title XVII of the 
2005 Energy Policy Act, in which project sponsors are expected to pay the cost of 
the loan guarantee, such a program would be revenue-neutral and would not rep-
resent a subsidy. 

The public benefits associated with a robust energy loan guarantee program— 
lower cost electricity, deployment of clean energy technologies at the scale necessary 
to reduce carbon emissions-are significant. That is why the U.S. government rou-
tinely uses loan guarantee programs to support activities that serve the public good 
and the national interest—including shipbuilding, steelmaking, student loans, rural 
electrification, affordable housing, construction of critical transportation infrastruc-
ture, and for many other purposes. 

Achieving significant expansion of nuclear power in the United States will require 
stable and sustained federal and state government policies relating to nuclear en-
ergy. The new nuclear power projects now in the early stages of development will 
not enter service until the 2016–2020. Like all other advanced energy technologies, 
continued progress requires sustained policy and political support. 

In closing let me assure you that the U.S. nuclear industry is moving forward as 
quickly as we are able to license, finance and build new nuclear plants in the United 
States. Seventeen companies or groups of companies are preparing license applica-
tions for as many as 31 new reactors. Nine applications for construction and oper-
ating licenses are currently under review by the Nuclear Regulatory Commission for 
a total of 15 new plants. 

We expect four to eight new U.S. nuclear plants in operation by 2016 or so. As-
suming those first plants are meeting their construction schedules and cost esti-
mates, the rate of construction would accelerate thereafter. With the necessary in-
vestment stimulus and financing support, we could see approximately 20,000 MW 
of new nuclear capacity (that would be about 15 plants) on line in the 2020 to 2022 
time frame, and 65,000 to 70,000 megawatts (or 45 to 50 plants) by 2030. 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00150 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS



143 

These plants will produce clean, safe, reliable electricity, around the clock, at a 
stable price, immune to price volatility in the oil and natural gas markets. 

But construction of these new nuclear plants will have other benefits too. At the 
peak of construction, a nuclear plant will employ 2300 skilled workers and, on com-
pletion, approximately 700 workers to operate and maintain the plant. New nuclear 
plant construction will also lead to new investment in the supply chain—in new 
manufacturing facilities to produce pumps, valves, pipe, electrical cable, and other 
equipment and components. That will create more jobs, new opportunities and high-
er economic growth, and allow the United States to reclaim economic opportunity 
that has moved overseas over the last several decades. 

Mr. BOUCHER. Thank you, Admiral Bowman. 
We have a series of four votes pending on the Floor of the House, 

and experience tells us that completing that work will take ap-
proximately 45 minutes, and so we have two additional witnesses 
to testify on this panel followed by questions from members here 
and then an entire second panel of witnesses following that. With 
apologies to our witnesses and with the hope that you can be pa-
tient for a bit longer, we are going to recess the subcommittee and 
reconvene here at about 12:15. So with that said, the subcommittee 
stands in recess. 

[Recess.] 
Mr. BOUCHER. The subcommittee will come to order, and with 

the apologies of the Chair for our delay, I want to thank everyone 
here for their patience. We had concluded Admiral Bowman’s testi-
mony at the time of the recess of the subcommittee, and Ms. Mi-
nette is next, so we will be very pleased to receive your oral sum-
mary. 

STATEMENT OF MARY MINETTE, DIRECTOR FOR ENVIRON-
MENTAL EDUCATION AND ADVOCACY, EVANGELICAL LU-
THERAN CHURCH IN AMERICA 
Ms. MINETTE. Thank you, Mr. Chairman, and thank you to the 

Subcommittee. I am here today representing the Evangelical Lu-
theran Church in America, which is the spiritual home to about 4.9 
million Lutherans around the country, and also the National Coun-
cil of Churches, which represents 35 Christian denominations in-
cluding my own. 

As members of the NCC, we may not agree on how to take com-
munion on Sunday but we all agree that climate change is one of 
the most pressing issues facing God’s creation. As Christians who 
are called to protect God’s planet and God’s people, we are obli-
gated to speak and to act in response to this moral crisis. Christ 
taught us to seek justice, to care for our neighbor and to provide 
special care and consideration for the least of these, those living in 
poverty. Our response to climate change must reflect this call to 
justice, particularly for those living in poverty around the world 
who are least responsible for climate change and most likely to suf-
fer greatly from its impacts if we do not act now. God’s first com-
mand to us in the book of Genesis was to tell and tend what God 
had made. The language there is about stewardship, caring for re-
sources that are not your own and recognizing that humans are 
part of a network of creation. 

In early 2006, the NCC and our interfaith partners developed a 
set of principles based on justice and stewardship that we have 
used as a lens to evaluate each of the legislative proposals that 
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have been introduced in the 110th Congress and that this com-
mittee is considering today. We have identified three main policy 
priorities which must be included in legislation in order to protect 
God’s creation and God’s people. 

First, as a matter of stewardship, we must acknowledge the rec-
ommendations of the scientific community and work to ensure that 
the average global temperature does not increase by more than 2 
degrees Celsius. Recent reports indicate that to meet this goal, we 
must reduce our emissions by 15 to 20 percent by 2020 and at least 
80 percent by 2050. Next, we know that inaction on climate change 
will harm those living in poverty the most but we also must ensure 
as a matter of justice that low-income consumers are not pushed 
further into poverty by the burden of higher energy costs due to cli-
mate legislation. Finally, justice requires that we acknowledge our 
role as a nation in contributing to climate change and calls for 
international adaptation assistance for vulnerable developing na-
tions who are least responsible for climate change yet are already 
suffering from its effects. Adaptation assistance would allow these 
countries to develop plans to prevent the most serious devastation 
while also providing financial support for disaster relief. 

America’s Climate Security Act, the legislation sponsored by Sen-
ators Lieberman and Warner, calls for 15 percent emissions reduc-
tion by 2020 and 65 percent by 2050, which falls short of our long- 
term goals. The bill would provide financial assistance to low-in-
come consumers but would not provide enough funding in the bill’s 
early years to offset rising costs for people in poverty and only 30 
percent of the bill’s consumer assistance funds are set aside for 
low-income consumers. The legislation also includes international 
adaptation assistance for developing nations. The faith community 
worked closely with Senator Warner on this program and we ap-
plaud his leadership and the leadership of Senator Boxer, who 
worked to expand funding for adaptation assistance in the sub-
stitute bill. 

The Low Carbon Economy Act, sponsored by Senators Bingaman 
and Specter, fails to meet the criteria established by our faith prin-
ciples. With relatively low emissions reduction, minimal assistance 
to low-income consumers and no funding for international adapta-
tion assistance, the faith community has concerns about the im-
pacts of this legislation on God’s creation and God’s people. 

House legislation includes the Safe Climate Act, introduced by 
Congressman Waxman, long a leader on the issue of climate 
change. The bill calls for strong emissions reductions that meet our 
faith principles. However, it does not specifically address domestic 
energy assistance or international adaptation assistance. Congress-
man Markey introduced the Investing in Climate Action and Pro-
tection Act, ICAP, in June, which requires the United States to re-
duce its greenhouse gas emissions to 85 percent below 2005 levels 
by 2050, meeting the standards set in our faith principles. In addi-
tion, it provides for a tax refund and energy rebates that will help 
80 percent of Americans with energy costs including low-income 
Americans. The legislation also provides adaptation assistance to 
developing nations of about $180 billion over the life of the bill. 

I also would like to briefly mention a bill that we were not asked 
to consider, which is the Climate Matters bill, which was intro-
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duced just this week by Congressman Doggett, which we feel also 
meets our call for stewardship and justice, calling for strong emis-
sions reductions, financial assistance to low-income and middle-in-
come families suffering from rising energy costs, and international 
adaptation assistance. 

All of these bills are important. They may take different ap-
proaches and we may have different perspectives on their ultimate 
effectiveness but each of them represents real leadership on the 
part of their sponsors and cosponsors. The legislators who have in-
troduced these bills are those who see our change in climate, and 
from their different political perspectives want to do something 
about it to protect our common future and the future of this plant. 
I urge the members of the subcommittee to join them in working 
for stewardship of God’s good creation and justice for people in pov-
erty. The urgency of this issue cannot be overstated and our obliga-
tion cannot be ignored. 

Thank you very much for your time. 
[The prepared statement of Ms. Minette follows:] 
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Mr. BOUCHER. Thank you very much, Ms. Minette. 
Mr. West. 

STATEMENT OF FORD WEST, PRESIDENT, THE FERTILIZER 
INSTITUTE 

Mr. WEST. Chairman Boucher, Ranking Member Upton, thank 
you and members of the committee. 

The fertilizer industry encompasses the production and distribu-
tion of the three basic nutrients required for plant growth: nitro-
gen, phosphate, and potash. These are commodities that are traded 
as commodities in the worldwide market. Natural gas is the feed-
stock or the raw material to produce nitrogen fertilizer. We take ni-
trogen from the air, combine it with hydrogen from natural gas and 
produce ammonia, which is the basic building block for all nitrogen 
fertilizer. There is no economic substitute for producing nitrogen 
fertilizer other than the use of natural gas, and that makes nitro-
gen fertilizer uniquely sensitive to the price of natural gas and to 
public policy that affects the supply and demand and use of natural 
gas. Phosphate and potash are minerals. We mine those. Certainly 
climate change will have a direct and indirect effect on those busi-
nesses, but today I want to focus my comments on nitrogen produc-
tion, and it is the most vulnerable fertilizer of the impact of cap- 
and-trade systems. Nitrogen fertilizer is essential to the United 
States and world food production. The majority of nitrogen prod-
ucts produced are sold for crop production and fertilizer nutrients, 
they produce the food and the feed that nourishes the world. Forty 
to 60 percent of the world’s food production is tied to the use of fer-
tilizer. 

Another critical use of nitrogen products is to scrub nitric oxide 
emissions from coal-burning facilities, diesel engines and natural 
gas-fired turbines. In 2007, nitrogen products, ammonia and urea, 
were used in this manner to remove 650,000 tons of NOx from the 
U.S. skies with no byproducts. 

Soaring natural gas prices have exacted a heavy toll on Amer-
ica’s nitrogen fertilizer producers and farmer customers they sup-
ply. Since 1999, the U.S. nitrogen industry has closed 26 nitrogen 
fertilizer production facilities due primarily to high natural gas 
prices, and I think this is one of the unintended consequences of 
the Clean Air Act we passed in 1990 when we declared that nat-
ural gas is the environmental fuel of choice, and the utilities began 
using natural gas to burn to produce electricity. Currently, there 
are only 30 nitrogen plants operating in the United States and over 
half of the nitrogen we use in the United States is imported and 
it is imported from countries with weaker environmental stand-
ards, no climate change policies, and the majority of these coun-
tries are those from whom we are striving for energy independence. 
The result is, the United States is increasingly becoming dependent 
on foreign sources for nitrogen from places that charge very low or 
no cost for the natural gas. Examples of these are the Middle East, 
China, Russia, Venezuela. Last year we imported over 300,000 tons 
of nitrogen from Libya, 477,000 tons from Egypt, 1.8 million tons 
from the Middle East, and over 3 million tons from the former So-
viet Union, and if this trend continues and if we have public policy 
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that drives natural gas prices higher, then America’s food security 
and by our extension our natural security will be jeopardized. 

Within the climate change debate, the fertilizer industry has 
some grave concerns that the remaining nitrogen production facili-
ties will be severely impacted during any transition period that we 
have as utilities continue to fuel switch to natural gas for gener-
ating electricity. Fuel switching has already caused the price of 
natural gas to go very high and it is causing—and if it continues 
and we are above $12 today, it will cause additional U.S. produc-
tion to move offshore. In climate change, we are trying to do this 
at a time we are having kind of what is called the world food crisis 
of 2008. The world demand for food is an all-time high. It is caus-
ing an all-time high in fertilizer prices, and any decline in our do-
mestic production for fertilizer will even cause higher production 
cost for farmers. The fertilizer industry commissioned a study on 
the impact of high energy costs resulting from climate change from 
higher energy costs. Using the Lieberman-Warner bill, the Doane 
Advisory Services measured the production costs increases for eight 
commodities. Doane economists found that the Lieberman-Warner 
legislation would add somewhere between $6 to $12 billion to the 
total production costs leading to significant decline in farm income, 
and these estimates may be low because we used the energy price 
forests from the Department of Energy and they have been roundly 
criticized as being too low. Mr. Barrow brought up about agri-
culture. Certainly agriculture has to be part of this solution on cli-
mate change. 

The record demand for food in this world food crisis that we are 
in has resulted in record demand for fertilizer. The surge in world 
demand has meant that U.S. farmers and farmers around the 
world are paying the highest prices they have ever paid for fer-
tilizer. With food demand levels predicted to stay high and fer-
tilizer prices predicted to stay high, Congress must really tread 
cautiously and consider all the ramifications and unintended con-
sequences of such sweeping policy as climate change, especially if 
it forces the utilities to use more natural gas to produce electricity. 
Any climate change policy must take into account essential indus-
tries such as fertilizer, which we believe is a strategic commodity 
to our national security, and it is frightening to imagine what the 
uncertainties would be like if we have to import all our fertilizer 
to meet our food production goals. Currently at the natural gas 
prices we have today, 90 percent of the cost of production of a ton 
of ammonia is tied to natural gas. We produced 11 million tons of 
ammonia last year using 33 million BTUs per ton and every dollar 
increase in natural gas costs our industry $400 in increased pro-
duction costs, and that figure far exceeds any other American in-
dustry. Complicating the climate change, we are limiting where we 
can look for supply of gas. That is a complicating factor here as we 
look at climate change. 

I just want to end by sending that critical to our food production 
is to maintain our current domestic production of fertilizer, nitro-
gen phosphate and potash, and I will be glad to answer any ques-
tions. 

[The prepared statement of Mr. West follows:] 
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Mr. BOUCHER. Thank you very much, Mr. West, and I want to 
express appreciation to all of the members of this panel for their 
thoughtful testimony here this morning and this afternoon. 

I am going to begin my questions with the first witness, although 
the first witness has been replaced by a stand-in, and we want to 
welcome to the panel Mr. Glenn Kelly, who is vice president for 
government affairs of the National Mining Association. Mr. Naasz, 
I think is not feeling particularly well today and had to leave for 
that purpose. Mr. Kelly, we thank you for standing in in his stead. 

In Kraig’s testimony, he stressed the need for a uniform legal 
framework in order to govern the storage of carbon dioxide on a 
permanent basis. You have reviewed the five bills that we are 
hearing today. Do you see in any of those five bills the kinds of reg-
ulatory certainty contained in a legal framework that would en-
courage the carbon capture and storage projects to move forward? 

Mr. KELLY. The simple answer, Mr. Chairman, is no, not in any 
of the five legislative proposals that we have examined for the pur-
pose of this hearing. In fact, during consideration in the Senate of 
the Lieberman-Warner legislation, we offered, or attempted to se-
cure an amendment to that legislation that would put in place ulti-
mately the legal and liability framework that we foresee as nec-
essary for the treatment of—— 

Mr. BOUCHER. Do you have—has your industry worked with oth-
ers to develop a proposal for what that framework ought to be? 

Mr. KELLY. We have. We have specific legislative text that we 
showed to a number of Senators. 

Mr. BOUCHER. So you have developed that. Let me ask you this 
question. The European Union at the present time is formulating 
regulatory framework for carbon capture and storage. Have you 
made reference to that at all or looked at it for comparative pur-
poses as you developed your position? 

Mr. KELLY. I don’t believe we have. 
Mr. BOUCHER. Thank you very much. 
Mr. Goo, let me turn to you. I notice in the testimony of NRDC 

that you addressed the presence of various forms of safety valves 
in the five bills that we have under consideration here, and as I 
interpret your testimony, you have strong objection to a kind of an 
unlimited safety valve that would release potentially an infinite 
number of additional emission allowances into the market upon the 
triggering of a certain price level but you have a somewhat greater 
level of comfort with more circumscribed kinds of safety valve pro-
visions. Could you describe for us what kind of provision you would 
be more comfortable with if we had a strategic reserve of allow-
ances, for example, that had a quantified number so that that 
number of allowances would be the maximum that could be re-
leased? I guess it might be possible for the financial market to 
price that better than a potentially unlimited release. Is that the 
kind of approach that you think would make sense and could you 
elaborate on that? 

Mr. GOO. Thank you, Mr. Chairman. Absolutely, we do oppose 
the classic safety valve because that allows emissions to be re-
leased into the atmosphere for a said cost. We also don’t nec-
essarily think that a price trigger is necessary. We think that 
banking, borrowing, offsets and other means of cost containment 
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should be looked at first but in the end, NRDC’s concern is integ-
rity of the emissions cap. In the Senate proposal, the substitute 
amendment proposed by Senator Boxer, there is a proposal worked 
on by the Nicholas Institute and the National Commission on En-
ergy Policy and many other interest groups that NRDC was able 
to support. This takes a reserve of allowances from the years 2030 
to 2050. It would be approximately one year’s worth of allowances, 
or 6 million tons. It would allow release of those allowances in 
years prior at a set price between $22 and $30 per ton with the 
price set by the President, and an amount of 450 million tons per 
year or a little less than 10 percent. We think that that is a cost 
containment solution that would limit volatility in the market 
while nevertheless maintaining the integrity of the emissions cap, 
and we think it is something that the Congress should look at. 

Mr. BOUCHER. Thank you, a very thorough answer. 
Mr. Kuhn and Mr. West, let me conclude my questions with you. 

Both of you have made reference to the potential economic disrup-
tion that could occur if coal-fired electric utilities are required be-
cause of the early schedule for greenhouse gas emissions reductions 
to surrender using coal and to fall to some other fuel. Mr. West 
made the point, and I think he is right, that if they are required 
to default to another fuel, it is very likely to be natural gas, which 
is the next least expensive fuel, and both of you have pointed to 
economic disruption that could occur in the event that that occurs. 
So my question to both of you is this: do you believe that it is pos-
sible from the effective date of a cap-and-trade program until the 
time when carbon capture and sequestration technologies are avail-
able, affordable, and reliable that the utilities could be required to 
take reductions, and if so, how would they be able to achieve those 
reductions consistently with their continued ability to use coal? 

Mr. KUHN. Mr. Chairman, this is a very, very critical question, 
and I think it relates to the importance of moving carbon capture 
and storage technology demonstration projections, which is incor-
porated in your legislation, but I think that it is going to be ex-
tremely important to align the dates and timetables that you have 
in the bill with the ability to bring on carbon capture and storage 
and nuclear plants so that we don’t have this massive switching to 
natural gas. We have already seen tremendously high prices for 
natural gas, questions about supply and availability. I think Mr. 
Goo mentioned that he expects carbon capture and storage projects 
to be able to come in place by 2015 and at 6 gigawatts a year. I 
don’t see that substantiated by any other analysis. MIT, the Coal 
Utilization Resource Council, et cetera, all talk about the avail-
ability of carbon capture and storage sometime in the 2020 to 2025 
range, and that is when they are available. The deployment would 
follow that maybe 5, 10 years afterwards. We both are in total 
agreement that we need to move this as fast as possible. If we can 
make it happen faster, God bless us, but we need to be realistic 
when we set these targets and timetables. 

Mr. BOUCHER. Well, my time is expired. Let me just ask a lead-
ing question, which I try to refrain from doing, but not getting the 
answer I was seeking initially, would you agree that between the 
effective date of the law and the time when carbon capture and 
storage technologies become available and are ready to use, that 
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the coal-fired utilities and other emitters in the economy could be 
required to take reductions that could be achieved by installing ef-
ficiency, by purchasing offsets and credits, either domestically or 
internationally or by other kinds of cost containment means? 

Mr. KUHN. I fully agree with that. I think that—— 
Mr. BOUCHER. And your organization would not oppose an ap-

proach that requires that reduction to be taken early on as long as 
they are achievable through those kinds of mechanisms? 

Mr. KUHN. Early reductions are going to come from energy effi-
ciency and renewables. The mid-term reductions will come from nu-
clear plants and coal plants with carbon capture and storage. 

Mr. BOUCHER. All right. Thank you, Mr. Kuhn. 
Mr. Upton. 
Mr. UPTON. Thank you all. I know that the entire country is of 

course very concerned about the high gas prices that we are experi-
encing and I don’t know how many of you might have seen USA 
Today’s front-page story earlier this week, headlined ‘‘Utilities 
Raising Price of Power.’’ Here is a shocker: electricity bills are 
heading up, way up. It goes on to say that the price of coal which 
fires half of the U.S. power plants has doubled since last year, 
largely because of surging energy use in countries such as China 
and India. Natural gas prices are up nearly 50 percent on high 
U.S. demand. Cost to build a power plant has also gone up more 
than doubling since the year 2000, and South Carolina Electric and 
Gas wants to boost rates some 37 percent by 2019 to cover its 
share of two nuclear reactors covering $10 billion and goes on to 
talk about other increases as well, and I just would say particu-
larly, Mr. Kuhn, independent of the need to reduce emissions, how 
much investment is going to be needed over the next 30 years to 
maintain the current electricity infrastructure and keep up with 
the demand to ensure the reliability of the grid? What are your es-
timates? 

Mr. KUHN. Our estimates and those of others are in excess of $1 
trillion. We are very concerned also about increasing prices for fuel 
that are causing electricity prices to increase and this emphasizes 
even more the need for bringing on new technologies and additional 
technologies that can give us the fuel diversity we need and the 
supply to help keep those prices down. 

Mr. UPTON. Mr. Kelly, what impact will the cancellation, as have 
seen over the last year, the cancellation of dozens of coal-fired 
plants have on electricity rates and the reliability of the grid? 

Mr. KELLY. From the coal production point of view, we have con-
cerns that increasing pressure at the local level that has led to can-
cellation of a number of these plants is going to potentially force 
generators to look for an alternative fuel source, namely principally 
natural gas, which would result in higher demands for gas and ul-
timately higher prices. We believe that given the fact we have got 
a 240-year-plus supply of affordable domestic coal, that we ought 
to be using that as a resource in conjunction with all the other 
sources. We are going to need—given the pace of the growing de-
mand for electricity in this country, we are going to need all 
sources of energy and that is nuclear, renewables, gas, and coal. 

Mr. UPTON. I want to spend a little time on nuclear. Admiral 
Bowman, the proponents of cap-and-trade often rely heavily on the 
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assumptions of new nuclear power plants to keep the costs of the 
program down and achieve the emission reductions. What is your 
realistic estimate of how many new nuclear plants we might be 
able to bring online by the year 2030, and then again maybe by 
2050? 

Admiral BOWMAN. Mr. Upton, we are doing this slowly inten-
tionally so that we do it correctly this time around. Let me start 
in a little bit shorter term. By 2016, 2017, we believe we will have 
four to eight new nuclear plants online. 

Mr. UPTON. Some of us would like it to be 48. 
Admiral BOWMAN. I am one of them. But we are going slowly. We 

are doing it cautiously. We are doing it so that it comes out right. 
Based on the experience at that first wave of four to eight plants 
experiences as they are going along in the regulatory process and 
the construction process, we believe we could see as many as 20 
plants online by 2020, and then our target for 2030 certainly de-
pends on so many factors that it would be difficult for me to say 
but I believe achievable that 68 gigawatts that Tom Kuhn talked 
about earlier from the Electric Power Research Institute, 64 
gigawatts is achievable. That means we are talking on the order 
of 30 to 50 new plants by 2030. 

Mr. UPTON. So it is my understanding that of course we use 
about 20 percent of our power today is generated from nuclear. To 
maintain 20 percent by the year 2030, we have to have 52 new 
plants on line is the estimate that I have seen. Is that correct? 

Admiral BOWMAN. Our number says more around 30,000 
megawatts, which would be closer to 25 to 30 plants, just to main-
tain the 20 percent portfolio share. 

Mr. UPTON. Now, in my remaining time, Mr. Goo, as you know, 
nuclear power is responsible for about 70 percent of our Nation’s 
zero-emission power. What role do you see for the NRDC as it re-
lates to nuclear power? 

Mr. GOO. Nuclear power will continue to be part of the mix of 
our energy supply for the foreseeable future, and under a carbon- 
constrained world, nuclear power will undoubtedly receive a benefit 
because of the fact, as you mentioned, that it is essentially a lower 
or zero-carbon source of energy. We have traditionally had a his-
tory of opposing nuclear power because of safety, waste and numer-
ous other reasons. However, as far as a carbon cap system is con-
cerned, we believe that nuclear power need not receive any further 
subsidies and that it should compete in the marketplace on its own. 

Mr. UPTON. My time is expired but I would just like to put into 
the record a letter from the National Petrochemical and Refineries, 
if I might. 

Mr. BOUCHER. Without objection. 
[The information appears at the conclusion of the hearing.] 
Mr. BOUCHER. The gentleman from Pennsylvania, Mr. Doyle, is 

recognized for 5 minutes. 
Mr. DOYLE. Thank you, Mr. Chairman. 
Mr. Goo, welcome back to the Committee. Good to have you here. 

As you know, I share your organization’s goals of establishing a na-
tional policy to reduce greenhouse gases and like you, I believe we 
can do it without deindustrializing the American economy. But one 
of the particular areas that I do haves some concerns with is the 
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issue of international competition and job leakage and emission 
leakage that may occur as a result of this policy we are looking at. 
As you know, Congressman Inslee and I have proposed a new ap-
proach known as output-based or benchmark approach to address-
ing some of these very real concerns, and we believe that this ap-
proach, which essentially pays for the increased costs these indus-
tries will face as a result of these policies will not only help us ad-
dress the competition and leakage issues but will also help us bring 
industries like steel and cement and other carbon-intensive indus-
tries forward in a new carbon-constrained world. I would just like 
you to share your thoughts on that proposal and how you see that 
as being advantaged or disadvantaged compared to other proposals 
that are before the committee. 

Mr. GOO. Well, thank you, Congressman Doyle. I appreciate your 
interest in the issue and I appreciate your work with Congressman 
Inslee. It is a formidable duo, the two of you working on something 
together. So there are proposals in the existing bills to deal with 
the international competitiveness issue. They have made a sub-
stantial advance in that regard in terms of border tax adjustments 
and those kinds of things. But those provisions as they were con-
sidered in the Senate, I think people felt that they did need further 
work, that they didn’t necessarily meet the goals. There are trade 
issues associated with them under the World Trade Organization 
rules and those kinds of things. Your proposal, which we have not 
had a chance to examine in detail, adds further progress to that, 
to consideration of that issue. We look forward to working with you 
on it. I think it is, looking across the industries you correctly iden-
tified that are vulnerable to competition because of their energy 
impacts and looking at their output and how that relates to the 
output of similar industries in other countries, it looks like the 
right way to go. 

Mr. DOYLE. Thank you very much. 
Mr. Kelly, as Mr. Naasz had said in his statement, I am one of 

the cosponsors with Chairman Boucher for the Carbon Capture and 
Storage Early Deployment Act, because I believe coal is going to 
continue to play a strong role in providing energy to our country, 
and I think it is important, as the chairman does, that we move 
down this path to carbon sequestration as quickly as possible. But 
I also think it is critical that we don’t duplicate efforts as we create 
this new fund and we look at the role of the National Energy Tech-
nology Lab and their role in carbon capture and CCS and this new 
bill that the chairman is moving forward. I wonder if you could 
comment on two things. What do you see as the critical components 
in a successful CCS program? What do we need to do to take these 
estimates from 2020 to 2025 and accelerate them? You know, what 
isn’t being done or what needs to be done to accelerate the deploy-
ment of carbon capture technology? And then secondly, what role 
do you think the NETL should play in concert with this proposal 
that is being advanced by Chairman Boucher so that there isn’t a 
duplication of efforts? 

Mr. KELLY. Thank you, Congressman, and thank you again for 
your support of the legislation. The mining association believes it 
is absolutely critical that we move forward as quickly as possible 
on trying to fund accelerated development of carbon capture and 
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storage technology. With regard to the first question about what 
would constitute the components of a successful program and what 
can be done to accelerate it, our analysis that we have looked at 
indicates one of the reasons why I think Tom Kuhn indicated the 
time frame for expected delivery and availability and commercial 
deployment of carbon capture and storage is at the 2020 to 2025 
and maybe slightly beyond range is, in the process of developing 
the technologies which have never been tested on the scale that 
will be required to achieve the emission reductions that we are all 
contemplating, it would require, first, sufficient demonstration, 
that we know that the carbon in some shape or form can be cap-
tured but the long-term requirement to demonstrate that once it is 
stored and capped in a facility, whether it is underground or where 
that might be, in order to gain public confidence, it is going to re-
quire some time to be able to demonstrate that it is safe and secure 
and that we understand exactly what is happening in the geologic 
formation and so forth. That is several years. So the key is to do 
a number of these demonstration projects in different formations, 
using different techniques to see which ones are most successful 
and which ones can be brought on to scale commercial deployment 
in the future. So we think that is absolutely critical. 

In terms of what can be done to accelerate the type of reductions, 
the Coal Utilization Research Council has promoted something 
they call the near-term plan, and that is very much focused on en-
ergy efficiencies, but it also would help support the development of 
the type of basic research that would be necessary for CCS tech-
nologies. And then lastly, Congressman, with regard to the ques-
tion on NETL, the system, the way your legislation would operate, 
applicants would be able to seek support from the fund in order to 
conduct the research and conduct demonstrations and develop the 
technology, and I think NETL would be a key partner in that proc-
ess if not an outright recipient of that type of support. So we very 
much see them as a key partner and very much involved in the 
process looking further down the road. 

Mr. DOYLE. Thank you. 
Mr. Chairman, I see my time is up. I would just like to say, Mr. 

Kuhn, I think that the full portfolio approach is right on the 
money. I enjoyed a lot of remarks in your testimony and wish I had 
more time to speak to you about it, but I see my time is up. 

Mr. BOUCHER. Thank you very much, Mr. Doyle. 
We are honored to have as a member of the subcommittee the 

Minority Whip of the House, the gentleman from Missouri, Mr. 
Blunt, and I am pleased to recognize him for 5 minutes. 

Mr. BLUNT. Thank you, Chairman Boucher, and thank you for 
holding this hearing. I have an opening statement that I will just 
insert into the record. 

[The prepared statement of Mr. Blunt follows:] 

STATEMENT OF HON. ROY BLUNT 

This hearing focuses on five bills, each of which establishes a cap-and-trade pro-
gram intended to achieve substantial decreases in greenhouse gas emissions. 

The environmental community and some members here have urged the U.S. to 
reduce its greenhouse gas emissions (GHG) to at least 60–80% below 2005 levels by 
2050. 
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The EPA, MIT, CRA International and others have analyzed the economic impact 
of several of these bills. All of these models show substantially higher electricity, 
gasoline, diesel and natural gas prices, along with a corresponding decline in eco-
nomic activity. 

I would like to put that in perspective: 
In 2006 the U.S. emitted 5.8 billion metric tons of carbon dioxide, or just under 

20 tons per capita. An 80% reduction in these emissions from 1990 levels means 
that the U.S. cannot emit more than about one billion metric tons of CO2 in 2050. 

Were man-made carbon dioxide emissions in this country ever that low? The an-
swer is probably yes—from historical energy data it is possible to estimate that the 
U.S. last emitted one billion metric tons around 1910. But in 1910, the U.S. had 
92 million people, and per capita income, in current dollars, was about $6,000. 

By the year 2050, the Census Bureau projects that our population will be around 
420 million. This means per capita emissions will have to fall to about 2.5 tons in 
order to meet the goal of 80% reduction. 

The only nations in the world today that emit at this low of a level are poor devel-
oping nations, such as Belize, Jordan, Haiti and Somalia. 

Even France and Switzerland, compact nations that generate almost all of their 
electricity from non-fossil fuel sources (nuclear for France, hydro for Switzerland) 
emit about 6.5 metric tons of CO2 per capita. 

EPA estimates that in 2006, approximately 34% of greenhouse gas emissions were 
from electric power plants, 28% from the transportation sector, 19% from industry 
and the remaining 19% from the residential, agriculture and commercial sectors. 

So to put the enormity of the reduction goal into an understandable context, if 
100% of GHG emissions were eliminated from the electric and transportation sec-
tors, it would still leave the United States approximately 18% short of the 80% goal, 
even assuming no increases in the years ahead. 

Right now our cars and trucks consume about 180 billion gallons of motor fuel. 
To meet the 2050 target, we shall have to limit consumption of gasoline to about 
31 billion gallons, unless a genuine carbon-neutral liquid fuel can be produced. To 
show how unrealistic this is, if the entire nation drove nothing but Toyota Priuses 
in 2050, we’d still overshoot the transportation emissions target by 40%. 

Such a goal envisions a massive overhaul of our infrastructure and economy, an 
overhaul perhaps larger and certainly more difficult and costly than the electrifica-
tion of our economy in the early part of the last century. The cost of such an over-
haul, should it even be technically feasible, easily with be in the many trillions of 
dollars. 

Even if the United States were to reduce its GHG emissions substantially, this 
alone would make a negligible contribution to global GHG concentrations. 

Unilateral action by any one country will simply serve to transfer jobs, economic 
activity and GHG emissions to other countries that do not have similar emissions 
reduction requirements. 

Unless China and India, two of the fastest growing GHG emitters, and other de-
veloping countries are brought into a regulatory regime, global GHG concentrations 
will not decline materially regardless of what the United States does. 

Any action on Climate Change must achieve meaningful environmental benefits, 
and should rely on technological advancements and consumer choices rather than 
government mandates and more layers of bureaucracy. 

A technology-based approach will reduce emissions, keep jobs in America, and 
strengthen America’s energy security by encouraging clean, affordable, and reliable 
supplies of American energy for consumers. 

Climate change is a global problem and it requires a global solution. Therefore, 
any U.S. action must also require comparable action by developing countries, such 
as China, whose carbon emissions have already exceeded those in the U.S. Without 
joint international action, jobs and emissions will simply shift overseas, to countries 
that require few, if any, environmental protections, harming the global environment 
as well as the U.S. economy. 

Finally, the American public deserves transparency in the process. We must fully 
engage the American people and keep them informed about potential choices and 
the impacts that those choices will have on their daily lives. 

I believe the bills that we are focusing on here today, if enacted, will be detri-
mental to the U.S. economy driving up the costs of electricity, gasoline, diesel and 
natural gas prices at a time when American consumers are already paying too 
much. 

Mr. Chairman, we need meaningful, practical emissions reductions that result in 
a cleaner, healthier environment, not those that merely tax consumers and shift 
emissions overseas. 

Thank you Mr. Chairman. 
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REPUBLICAN CLIMATE CHANGE PRINCIPLES 

Any action to reduce greenhouse gas emissions should: 1) provides tangible envi-
ronmental benefits to the American people; 2) advances technology and provides the 
opportunity to export; 3) protect U.S. jobs; 4) strengthen U.S. energy security; and 
5) require global participation. 

PROVIDE TANGIBLE ENVIRONMENTAL BENEFITS: 

• We need meaningful, practical emissions reductions that result in a cleaner, 
healthier environment, not those that merely shift emissions overseas to other coun-
tries. 

ADVANCE AND INVEST IN TECHNOLOGY: 

• We should promote technologies that reduce emissions, increase America’s en-
ergy security, and keep prices for consumers affordable; 

• Need advancement of alternative forms of energy such as clean coal technologies 
to increase the use of America’s vast supply of coal, to reduce emissions, and to keep 
America’s coal-dependent communities strong; 

• We need expansion of emissions-free nuclear power, including policies that en-
courage construction of new nuclear power plants and timely completion of the long 
term nuclear waste storage site; 

• We need to promote increases in energy efficiency by removing bureaucratic bar-
riers that prevent businesses from using innovative technologies that produce clean-
er energy. 

PROTECTING JOBS HERE IN THE UNITED STATES: 

• I believe Americans should know the costs they will bear to reduce greenhouse 
gas emissions and the environmental benefits those reductions will provide; 

• Our actions need to promote economic growth and expansion keeping and in-
creasing jobs in the United States. 

STRENGTHENING U.S. ENERGY SECURITY: 

• We need to reduce America’s dependence on energy from unfriendly and unsta-
ble foreign governments by producing more American Energy; 

• I support a diverse U.S. energy portfolio. 

REQUIRING GLOBAL PARTICIPATION AND PROMOTING INTERNATIONAL COOPERATION: 

• We need policies that create a level playing field for American workers in the 
global market place. 

• China, India, and similar countries must agree to meaningful emissions reduc-
tions before Congress imposes carbon mandates on American workers. 

Mr. BLUNT. And thanks for putting this panel together, a broad 
diversity of views, some of which I didn’t get to hear earlier but I 
have been listening and looking through the comments that have 
been made already. I have just a few questions here. 

Mr. West, clearly we are in what I think you described and oth-
ers are describing as this world food crisis, which seems more of 
a crisis because of the world food opportunities we have gotten 
used to for so long, but in that regard, we are now very dependent 
on places like Russia and Libya and Egypt. What is the difference 
in that kind of dependency and the dependency we used to have 
on places like North Carolina and Louisiana and other places to get 
our fertilizer and what happens if that trend continues? 

Mr. WEST. Well, I think currently world food demand has driven 
the price of fertilizer off the charts. Farmers are paying the highest 
prices they ever paid for fertilizer, and the difference is, our dis-
tribution system is much longer now. Farmers have traditionally 
been used to setting their planting date, going to their fertilizer 
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dealer and saying I am planting tomorrow, get the fertilizer there. 
Today that is not true. The farmers have to start planning much 
longer now than they ever have, and because the logistics of bring-
ing urea fertilizer from Qatar is 45 days on the seas, 20 days com-
ing up the river. So it is a lot longer logistic system. And I think 
in this tight supply, every ton of fertilizer that is produced in the 
world today is being bid on by three or four countries, India, China, 
Brazil, and that fertilizer doesn’t necessarily have to come to the 
United States, and that is the difference. 

Mr. BLUNT. In that regard, the increase in price of fertilizer, is 
it being driven—give me some percentage of how much it is being 
driven by cost of natural gas and other energy and how much it 
is being driven by demand. 

Mr. WEST. Today it is being driven by demand, and that is why 
we are able to continue to produce nitrogen fertilizer in this coun-
try at $12 gas. Now, if you look since 1999, I said we closed all 
these plants. We closed 13 plants when natural gas averaged $4. 
By the time it got to $7, we had shut down 25 plants. It is world 
demand for food that is driving fertilizer prices around the world 
that has allowed us to keep producing nitrogen fertilizer today in 
the United States. 

Mr. BLUNT. And 10 or 15 years ago, who was the biggest nitro-
gen exporter in the world? What country? 

Mr. WEST. Russia has always played a big role in nitrogen export 
and when they—when the fall of the Soviet Union, the world fer-
tilizer use fell 17 percent, and Russia has never really caught up 
with their use of fertilizer. They still import 50 percent of their 
food, and their production of fertilizer is to the world market and 
they have always been a major player. 

Mr. BLUNT. So this is another case where the world market is 
truly driving the price. 

Mr. WEST. Yes, sir. 
Mr. BLUNT. And food generally probably relates to another day 

but for purposes of this committee, I think that, you know, ethanol 
is one of the easiest things to blame for cost of food as opposed to 
energy, competition for food, bad weather conditions, lots of things 
have kind of come all at once that created this crisis. 

Admiral Bowman, Mr. Barton and Mr. Upton both have legisla-
tion on spent fuel, and I wonder if you have looked at that and if 
your group or you personally have taken a position on that bill. 

Admiral BOWMAN. Mr. Blunt, the nuclear industry recognizes 
that the disposal of used nuclear fuel is and never has been a tech-
nical issue. It has always been a political issue. We really have two 
means available today that are perfectly satisfactory from a safety 
and security point of view. One is to do exactly what we have been 
forced to do that, and that is, hold it on site where it was produced. 
The second is to continue down the path required by U.S. law to 
license and open and operate Yucca Mountain. Those two means 
both would satisfactorily address the method of disposal of—— 

Mr. BLUNT. What about spent fuel recycling? 
Admiral BOWMAN. That is used fuel. However, we think that 

there is a better way, and it is that, sir. It is rather than bury in 
a way up to 90 percent of the energy content of the rods, rather 
to look into an advanced reprocessing system that does not con-
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tribute to proliferation risk, proliferation concerns in this country, 
and we the nuclear industry very much support that way of doing 
business, that is, an interim storage method at one or two sites, 
three sites centralized, followed by a robust research and develop-
ment approach to develop an advanced reprocessing capability that 
does not produce pure plutonium as a byproduct and then deter-
mine what type of end product is left and achieve the proper dis-
posal of that end product at that time. It doesn’t have to happen 
today. We don’t have to determine the disposal of that end product 
today because we don’t know what it is until we complete this 
R&D. 

Mr. BLUNT. Is it safe to assume, looking at what other countries 
have done, that that end product becomes a much smaller issue to 
deal with in terms of size and storage and all than the non-recycled 
product we have now? Would that be right? 

Admiral BOWMAN. To a certain extent, it is correct, sir. The other 
countries that are reprocessing today are using the method that 
the United States developed specifically for the production of nu-
clear weapons. It is called plutonium-uranium extraction, PUREX. 
The downside of that process is that it does produce a pure stream 
of plutonium as a byproduct. I think the United States will not and 
should not go back to that method of reprocessing. I think that 
there is a method to reprocess that would combine that plutonium 
with the other long-lived radioactive elements and then fission that 
entire group to really reduce the volume requirements of a reposi-
tory. Today in France, for instance, the reprocessing technique re-
duces the volume required for high-level waste disposal by about 
60 percent, 66 percent, but it doesn’t reduce the repository require-
ments because the repository requirements are based on the heat 
load of the product. So we need to go the next step in this country. 
If we are going to reprocess, we need to do it smarter than what 
is being done in the world today. 

Mr. BLUNT. Now, essentially in France—I see I am about to run 
out and I am not a good enough attender at this committee to as-
sume I should have much more time than anybody else has, I am 
absolutely confident of that. The technology they are using in 
France, for instance, was largely developed by us as military tech-
nology and then converted. Is that what I heard you say? 

Admiral BOWMAN. Yes, sir, not just largely, completely developed 
by the United States for the specific—— 

Mr. BLUNT. A number of staffers from this committee visited 
some French nuclear sites within the last few months and were re-
minded over and over again that every bit of technology that was 
making that system work, at least the people in France that were 
making the system work, over and over again reminded them that 
that technology was developed by us, not by them, and they are the 
ones using it and using it to great advantage in a great renewable 
source. 

Thank you, Chairman. I yield back. 
Mr. BOUCHER. Thank you very much, Mr. Blunt, and I would say 

for your benefit that we will be looking at a range of nuclear issues 
including the potential for reprocessing as part of our subcommit-
tee’s work in a future month. 
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The gentlelady from Wisconsin, Ms. Baldwin, is recognized for 5 
minutes. 

Ms. BALDWIN. Thank you, Mr. Chairman. 
As the months go by and given the Senate debate last week, it 

is becoming ever more likely that we will not be passing into law 
a comprehensive cap-and-trade bill this year. And given those polit-
ical facts, I have spent a lot of time considering what steps Con-
gress could take this session to get a head start, if you will. For 
instance, most of the bills that we are looking at today have green-
house gas registry provisions, and one of the things that we 
learned from the phase I implementation of the European cap-and- 
trade system was the importance of having high-quality data about 
emissions on hand in order to assure that appropriate distribution 
of allocations occurred, and essentially that means having sectors 
and/or facilities report their greenhouse gas emissions. As you may 
all know, a tiny provision in the 2008 consolidated appropriations 
bill requires the EPA to establish a registry so that we can begin 
gathering greenhouse gas emissions data and so that we don’t 
make the same missteps that the European Union did in imple-
menting phase I and phase II of their cap-and-trade program. 

I want to actually ask a few questions to explore the adequacy 
of the current registry provisions and about potential modifications 
we could make at this juncture. I wanted to start with Mr. Goo and 
Mr. Kuhn. Are you both familiar with the EPA’s efforts and have 
you been invited at all to participate in their process of establishing 
a registry, and if so, could you elaborate on some of the suggestions 
that you have made to design a registry and recognizing of course 
that we already are doing emissions registry in the electrical sec-
tor. Mr. Goo first. 

Mr. GOO. Thank you for the question. We actually—as you know, 
EPA is now working on a registry because of the appropriations 
language and we have been talking to them about it. There is a 
registry provision in the Lieberman-Warner bill. It is title I of the 
Lieberman-Warner bill, and we support that as well. So I guess if 
you are going to work on a registry provision, which we encourage 
you to do, we would like to work with you on that to make sure 
that what is happening at EPA fits in with what you are doing. So 
registry is extremely important, that we get good information form 
all the sectors now in advance of a cap-and-trade system so that 
the system will work well. As you have noted, the European system 
didn’t work well because of that precise issue. So again, it is an im-
portant issue and we look forward to working with you on it. 

Ms. BALDWIN. Mr. Kuhn? 
Mr. KUHN. Congresswoman, thank you for the question. We 

strongly support a registry. As I mentioned in my testimony, we 
have been reporting for 14 years now and we believe that the reg-
istry has to be complete. It has to be—the emissions reductions ob-
viously have to be verifiable. We do think that there should be 
credit for early actions. That was mentioned by somebody else this 
morning. I think that those companies and organizations that are 
out doing reductions on a company basis, on an industry basis are 
to be commended for their early actions. 

Ms. BALDWIN. Thank you. 
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I have three related questions to the registry, and I would also 
invite other panelists if you have a comment, I would welcome all 
comments on this, but I will start again with Mr. Goo. These are 
the three questions. A, do you believe that EPA is currently oper-
ating under enough guidance to establish the registry? Secondly, 
greenhouse gas registries in the bills that we are examining today 
differ based on whether they cover—whether they look at covered 
facility or entity. For example, the Boxer substitute, I think, follows 
the facility approach and the Markey bill looks at effective entities 
and I would like to hear your thoughts on which direction we 
should go. And then lastly, it is my understanding that EPA in 
their rulemaking is operating under authority in the Clean Air Act 
to set up the greenhouse gas registry and it is my understanding 
that the registry designed in the Markey bill also establishes its 
framework within the Clean Air Act. But I wonder if you have any 
thoughts about whether the Clean Air Act provides the appropriate 
authority or whether it might be more appropriate to set up a reg-
istry under the Emergency Planning and Community Right to 
Know Act because as we know, the Community Right to Know Act 
already contains a registry, the Toxic Release Inventory, that re-
quires public disclosure of toxic releases and I just wondered if you 
had comments on those three questions starting with Mr. Goo. 

Mr. GOO. Thank you. The first question, do I think EPA has ade-
quate guidance, EPA has a long history of dealing with these issues 
so they tend to know what they are doing but the guidance that 
was provided by Congress in the appropriations act is really fairly 
sparse so it certainly would not hurt to direct them with more spec-
ificity and a more comprehensive system. I think that makes sense. 

The next question is whether or not EPA should use a covered 
facility or a covered entity definition. I think that the finer grain 
definition that we have, the easier it is going to be to know what 
we are doing. I actually am not prepared now to address the dif-
ferences between the Markey bill versus the Boxer and how those 
different definitions work, especially under the Clean Air Act, but 
we will take a look at that and get back to you. 

The final question, Emergency Planning and Community Right 
to Know, obviously it is very important that the public have trans-
parency. That is the basis of the Emergency Planning and Commu-
nity Right to Know Act. It is also important that under the Clean 
Air Act, there is already an existing system for enforcement as Mr. 
Kuhn has noted, that the power industry has been reporting under 
the Clean Air Act for a number of years. I think we probably need 
to look to see which of those two statutes or maybe a combination 
of those two statutes would work. 

Mr. KUHN. I think Mr. Goo said it all. I really think we would 
look forward to working closely with you on those specific questions 
but I think the general drift of what he said was correct. 

Mr. WEST. I would just say from a fertilizer perspective, EPA is 
pretty knowledgeable about our emissions because they have stud-
ied our industry for years, and we don’t have any problems with 
the registry and working with the registry. 

Mr. BOUCHER. Thank you, Ms. Baldwin. 
At this time, we are pleased to recognize the gentleman from Or-

egon, Mr. Walden, for 5 minutes. 
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Mr. WALDEN. Thank you very much, Mr. Chairman. 
Mr. Kelly, I want to go to you first because we are talking a lot 

about creating a system that would rely upon carbon sequestration, 
compression and storage. Is there technology in place, in operation 
today that does all three of those things? 

Mr. KELLY. Currently, not on the scale that we are talking about 
for electric generation. There is currently, what I understand, and 
I am certainly no expert on, in enhanced oil recovery, limited 
amounts of carbon dioxide are used to facilitate that process. How-
ever, again, I am not qualified to really—— 

Mr. WALDEN. Mr. Kuhn, can I go to you maybe from the electric 
institute? Talk to me about that. Is there proven technology today, 
commercially available, to sequester, compress and then store car-
bon from power generation? 

Mr. KUHN. Maybe the key here to your question is proven. Once 
again, on the capture side, we have a number of technologies that 
are being worked on right now. 

Mr. WALDEN. Commercially available? 
Mr. KUHN. I think they are more in the demonstration side, and 

there is no CO2 capture technology that is right of the shelf right 
now. 

Mr. WALDEN. And when you capture, then don’t you also have to 
compress before you can store? 

Mr. KUHN. Well, that is the other—the situation is, you need a 
major addition to the pipeline capacity. You would need to replicate 
a lot of pipelines in this country to get the gas to where you want 
to store it and then there is the sequestration question. 

Mr. WALDEN. So you would have to build all new, a bunch of new 
pipelines across the country. Is that correct? 

Mr. KUHN. Yes. 
Mr. WALDEN. And then when you go to store it, isn’t carbon a 

pollutant now? Isn’t it described as a pollutant under the Clean Air 
Act? 

Mr. KUHN. Under the Supreme Court finding. 
Mr. WALDEN. Right. And is it legal to put a pollutant in the 

ground? 
Mr. KUHN. I think the legality is that you would have licensing 

questions, you would have public acceptance questions, you would 
have liability questions and those are, I think as we look at the, 
again, what we call the technical issues and the non-technical 
issues, the non-technical issues are every bit as challenging as the 
technical issues. 

Mr. WALDEN. And I think the technical issues about having the 
technology in place to do what is called for under this legislation, 
we aren’t quite there yet. But we need to—I understand, but we 
need to invest and get there and make sure it is also commercially 
available and affordable. Now, in February of 2007, you talked 
about principles for carbon signals in the market. Gasoline is now 
double what it was then. Natural gas is now double what it was 
then. There are some estimates that electricity costs are going to 
be up 29 percent this year because of increased cost of coal. How 
high a price signal in addition to the current market do you think 
is necessary to reduce carbon demand? 
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Mr. KUHN. Well, I think a price signal that would be based on 
a carbon cap-and-trade system or a tax or whatever would be car-
bon specific as opposed to the—— 

Mr. WALDEN. So how high does that need to be? Our chairman 
had a sort of draft proposal out there of an additional 50-cent-a- 
gallon tax, carbon tax, and he has since withdrawn that. Is that 
what you think it would take? How big a signal? 

Mr. KUHN. We think several things are very important. Number 
one, the price initially should be moderate and—— 

Mr. WALDEN. What does that mean? 
Mr. KUHN. To make sure that it does not harm the economy. I 

think that is a question of—— 
Mr. WALDEN. So in addition to the current market price, you still 

think there needs to be additional cost? 
Mr. KUHN. Well, I think that if you are going to establish a cap- 

and-trade system, there certainly would be an additional cost on 
there. I think it is important to have a safety valve to make sure 
that the price does not go—— 

Mr. WALDEN. And I hate to cut you off. I have got a minute and 
13. 

Mr. West, I represent 70,000 square miles of the most beautiful 
patch of the country possible, I may get argument from my col-
leagues, and a lot of that is agriculture, and you probably heard 
me in my opening comments say, I have got fruit growers that are 
paying double for fertilizer. What is $12 natural gas going to do to 
those folks, and are we going to see your industry continue to go 
offshore, and how do we compete? 

Mr. WEST. Well—— 
Mr. WALDEN. And what kind of price signal do you need, do you 

think is needed for the fertilizer industry and what effect does that 
have on feeding people, which by the way, is a humanitarian issue. 

Mr. WEST. The current price of fertilizer is tied to world food de-
mand. That is what driving the fertilizer price. 

Mr. WALDEN. It is not tied to natural gas prices, sir? 
Mr. WEST. The world food demand is allowing us to continue 

produce at $12 natural gas in the United States. As I said before, 
we shut down plants when gas was $4, had 25 shut down when gas 
was $7. We are producing fertilizer today at $12 because the world 
demand for food, which has driven up the world demand for fer-
tilizer, and that is why today’s price of fertilizer is at record levels 
and, as you know, commodity prices are also at record levels. We 
went to $22. The reason it did that was because the demand for 
food brought on by weather conditions in Australia and places like 
that. 

Mr. WALDEN. Well, I just raise these issues because I continue 
to—when I look at the cost of what it costs to fill up the tank in 
the tractor or the pickup or the whatever and the effect that is hav-
ing all the way to the grocery store, and I sit in these hearings and 
hear this isn’t enough, we have got to have additional cap-and- 
trade system that could equal $6 trillion, this is going to do enor-
mous damage to the Wal-Mart mom and the diesel truck driving 
dad. 

Mr. WEST. If the price of natural gas continues because of the de-
mand generated by the utilities going to natural gas—— 
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Mr. WALDEN. Right, away from coal. 
Mr. WEST [continuing]. Then we will close our facilities, have to 

go into the world market and purchase 8 million tons or 11 million 
tons of ammonia. That will drive the world price of fertilizer even 
higher. 

Mr. WALDEN. My time is expired, Mr. Chairman. Thank you for 
your courtesy. 

Mr. BOUCHER. Thank you very much, Mr. Walden. 
The gentleman from Washington State, Mr. Inslee, is recognized 

for 5 minutes. 
Mr. INSLEE. Thank you. 
Just kind of in response to some concerns people have brought 

up today about cost, I just want to note, we are all sort of suffering 
under the tyranny of the status quo and everybody is thinking that 
we are locked in to the technologies we have today and it is very 
frustrating to me, having spend the last couple years getting to 
know the people who are developing the new visions. I had lunch 
with a guy the other day who has a company called Sapphire En-
ergy. It is a California-Washington company. They just raised $50 
million venture capital. They have a technology to use algae to 
produce not biofuel but gasoline with the same ATSM characteris-
tics of gasoline, which would be a net-zero CO2 emitting net tech-
nology today. I went to talk to Google the other day, who has made 
a multimillion-dollar investment in a company called Altarock that 
has enhanced geothermal, which where you don’t depend where 
springs are. You punch a hole down 3 kilometers and you bring up 
water at 300 degrees Kelvin and you produce steam, and according 
to the DOE, there is enough energy to produce half the electricity 
in the United States. We had a solar thermal company sign a con-
tract the other day with Ford in California for 400,000 homes, and 
it is frustrating to me that we don’t think of these things that are 
just around the corner of commercialization that the cap-and-trade 
system is pivotal to their commercialization, both by creating a 
fund that I talked about earlier for R&D and for driving demand 
for these products. I just want to note that. If anybody wants to 
make a comment on what I said, feel free. Mr. Kuhn? 

Mr. KUHN. Congressman, in my testimony, I extensively talked 
about our support for just the kinds of technologies you are talking 
about. We definitely need to push energy efficiency to the max-
imum extent possible, and the good news, as you indicated, is there 
are many technologies. I mentioned the advanced meters and infor-
mation system, the plug-in hybrid vehicles and things of that na-
ture that can contribute greatly, and I think that we need to have 
the public policies that will help support and make them happen. 
Additionally, on the renewable side of the equation, we have many 
things happening there as well and we need to have the public poli-
cies that will support that but I would say, the conclusion that they 
can do it all I think is wrong. 

Mr. INSLEE. No, no, I want to make sure you understand. I am 
not suggesting they can do it. I totally believe in a portfolio ap-
proach, a smorgasbord, spreading our risk. Any portfolio diversi-
fies. I believe we should be doing research on any single CO2-emit-
ting technology possible that is available to us. But I want to ask 
you this question. In dividing up the research dollars and what we 
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do, this is a bill we are not considering but it has been proposed. 
We have sort of a wires charge to finance clean coal sequestration 
technology research, and I support research on clean coal seques-
tration. I think it is worthy of research to see if there a way we 
can sequester CO2 and make that a commercially viable tech-
nology. I think it is a little bit of a long shot but I think it is wor-
thy of that. But I think it is critical that we don’t allow that to 
swallow the research budget with all the other technologies that we 
have. How would you suggest, Mr. Kuhn, and I will ask the others, 
how do we divide up the R&D pie or the loan guarantee pie 
amongst all of these potential technologies, between solar thermal, 
advanced biofuels, enhanced geothermal, transmission grid im-
provements, nuclear, clean coal. How should we make sense of this 
to divide that up? Does anybody have any general ideas in that re-
gard? I am presuming everybody agrees that everyone should be in-
volved, every technology, but do you have any other suggestions? 

Mr. KUHN. I just might say, you have to look at each technology 
specifically and see what is most needed. The carbon capture and 
storage issue is a demonstration issue and needs a great deal of 
funds to help move those demonstrations. In the House Appropria-
tions Committee, I think the other day there was a doubling of the 
funds in there for energy efficiency and renewables, and certainly 
I think that is a good thing, but in addition, on the renewable side, 
you need some of those production tax credits and investment tax 
credits as well so on the nuclear side, it is mostly about loan guar-
antees so there are different approaches that are needed for each 
of the technologies and you have to approach it that way. 

Mr. INSLEE. Right. Let me ask one quick question. I hope all of 
you will share your thoughts, but what Mr. Doyle and I are work-
ing on, a way to reduce the impact of this on energy-intensive in-
dustries that might be exposed to international competition. I will 
look forward to your thoughts about that. Also, Ms. Baldwin was 
talking about this early registration bill that I am very interested 
in. I have actually introduced a bill last year about this. I would 
appreciate any of your thoughts about that, how to do that. Does 
anyone think it is a bad idea to pass a registration and data-gath-
ering bill this year? Would anybody be opposed to doing that this 
year so we can get out of the gate at least gathering data? 

Mr. GOO. Congressman, let me just address a few things that you 
have mentioned. First of all, a registry bill this year would be great 
but a full cap-and-trade bill would be even better so we can get 
that done as soon as possible. That is really the primary goal. We 
do have registry efforts already in place, and as I explained to Con-
gresswoman Baldwin, it is important to do more in that area and 
we would support work there. But I couldn’t agree with you more 
about the transforming effect of the allowance revenue on our econ-
omy and the need to not look at our economy and particularly our 
energy economy as a static picture. That doesn’t have to be the 
case. And what you need is, you need a push from below, the 
money from below you also need to pull, that is the price signal 
from above. CBO has made that quite clear, that you can’t get 
these technologies into the marketplace if you don’t have the push 
and the pull. 
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Now, with regard to how the money should be divided up, there 
are really sort of two main needs. One is the technology need and 
the other is the need to mitigate the impacts on the lowest income 
producers and wage earners in our society. So that is the first 
thing. But when we get to the technology pie, we should look at 
things like performance-based standards for giving the money. We 
should look at things like reverse auctions for giving the money. 
Those are the—I see your time is up. 

Mr. INSLEE. Thank you. 
Mr. BOUCHER. Thank you very much, Mr. Inslee. Thank you, Mr. 

Goo. 
The gentleman from Illinois, Mr. Shimkus, is recognized for 5 

minutes. 
Mr. SHIMKUS. Thank you, Mr. Chairman. I know Ms. Bono Mack 

wants to do a unanimous consent to submit some questions for the 
record because I imagine you might be ending this with votes with 
his panel. Is that true? 

Mr. BOUCHER. If it is at all possible to do so. Ms. Bono Mack, 
would you like to make a unanimous consent request? 

Ms. BONO MACK. I am sorry, yes, please, if we could just submit 
questions for the record. 

Mr. BOUCHER. Without objection, the record will remain open for 
a period of 2 weeks in order for questions to be submitted and re-
sponses to be received from the witnesses. 

Ms. BONO MACK. I thank the chair. 
Mr. BOUCHER. Mr. Shimkus. 
Mr. SHIMKUS. Thank you, Mr. Chairman. I just want to register 

a complaint, Mr. Chairman. You are playing the Lutheran card on 
me, and that is unfair. I would note that the Evangelical Lutheran 
Church in America is a little more moderate than my brand but 
we want to welcome you here, and come in and see me and we can 
talk about really the harm that is going to be done to the people 
you are hoping to address. That is where a lot of this debate is 
coming from. 

Who can tell me what the number one issue on the public mind 
is today? Anyone want to guess? National polls are pretty clear, no 
surprise to anybody. Mr. Kuhn? 

Mr. KUHN. High energy prices probably. 
Mr. SHIMKUS. High energy prices. It should be no surprise to 

anybody. In January of 2007, crude oil price was about $58 a bar-
rel. Today it is $134 a barrel. Gasoline prices have gone from—it 
is up $1.75 actually in just one year. Now, I would like to ask ev-
erybody in traditional Chairman Dingell yes or no, will movement 
on a climate bill increase the cost of gasoline? Mr. Kelly, yes or no? 

Mr. KELLY. It depends. 
Mr. SHIMKUS. Be brave. What do you mean, it depends? 
Mr. KELLY. I think the expectation is yes. 
Mr. SHIMKUS. Mr. Goo? 
Mr. GOO. As a percentage of household income, your energy 

prices will be lower. 
Mr. SHIMKUS. The question is, will the gallon of gasoline be more 

expensive under a climate change regime? 
Mr. GOO. Perhaps slightly. 
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Mr. SHIMKUS. That is about the best as I am going to get so I 
will take it. Thank you. 

Mr. REUTHER. Yes. 
Mr. SHIMKUS. Thank you. 
Ms. Jacobson? 
Ms. JACOBSON. Certainly it is possible but the key is the policies 

in place that will help mitigate that for consumers. 
Mr. SHIMKUS. Certainly it is possible? We are the politicians 

here. You are the expert. 
Ms. JACOBSON. Well, not on fuels, on the power sector, but—— 
Mr. SHIMKUS. Well, we are going to get to that. Just prepare for 

question number two. 
Mr. Kuhn? 
Mr. KUHN. Yes. 
Mr. SHIMKUS. Admiral Bowman? 
Admiral BOWMAN. Yes, sir. Let me quickly add, if the impetus 

draws us to plug-in hybrids fed from nuclear power plants, I think 
we can make it neutral. 

Mr. SHIMKUS. And actually we are very excited about that oppor-
tunity. We are going to talk about plug-in hybrids a little bit if I 
have time but I don’t think I have a lot of time. 

Ms. Minette? 
Ms. MINETTE. I am no expert but I would say probably yes. 
Mr. SHIMKUS. That is a good guess. 
Mr. West? 
Mr. WEST. Yes. 
Mr. SHIMKUS. Great. Now, let us go to electricity. Any climate 

bill present will increase the cost of electricity. Mr. Kelly? 
Mr. KELLY. All five bills that we studied for this hearing would 

lead to price increases. 
Mr. SHIMKUS. Do you have a percentage? 
Mr. KELLY. We have got analysis that we have done from CRA 

International, which I would be happy to supply, that would show 
the projected price increases for the Lieberman-Warner legislation. 

Mr. SHIMKUS. What is the increase? 
Mr. KELLY. By 2030—— 
Mr. SHIMKUS. If Kraig was there, he could give it to me. 
Mr. KELLY. That is quite possible. I will have to get back to you 

on that, sir. 
Mr. SHIMKUS. All right. Thank you. 
Mr. Goo? But it is going to increase. 
Mr. GOO. If revenues are recycled as in the Markey bill, the cost 

impacts to the lowest wage earners in the American public can be 
mitigated entirely. 

Mr. SHIMKUS. OK, but that is not in line with the GAO report. 
Is that correct? 

Mr. GOO. That is again—— 
Mr. SHIMKUS. My time is running. Mr. Reuther? 
Mr. REUTHER. Yes. 
Mr. SHIMKUS. Ms. Jacobson, my expert. 
Ms. JACOBSON. Many of the studies confirm that there will be 

some increases, but if you do more efficiency like ACEE reports 
shows—— 

Mr. SHIMKUS. The answer is yes, there—— 
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Ms. JACOBSON. Well, there are a variety of studies on this so I 
think we don’t quite know yet because we don’t know what the leg-
islation is going to look like. 

Mr. SHIMKUS. Mr. Kuhn? 
Mr. KUHN. If this is another issue which is high on the minds 

of the American people, we need to solve, the answer is yes, it cer-
tainly will have a cost. 

Mr. SHIMKUS. Admiral Bowman? 
Admiral BOWMAN. The answer is yes but less so if nuclear is a 

part of the program. 
Mr. SHIMKUS. Ms. Minette? 
Ms. MINETTE. Again, I am not an expert but what I have read 

is in the short term, yes, in the long term, perhaps not as much. 
Mr. SHIMKUS. And I think most people worry about immediate 

cost escalations to get kids to school. Mr. West? 
Mr. WEST. Yes. 
Mr. SHIMKUS. Of course, I appreciate your testimony because I 

represent rural America and fertilizers. 
Let me just say, Mr. Chairman, that everyone at this panel con-

curred that climate change legislation will increase gas prices and 
electricity prices. 

Mr. BOUCHER. Thank you very much, Mr. Shimkus. I think that 
point was made. 

We have another series of recorded votes on the Floor of the 
House and 6 minutes, 42 seconds in which to respond to those. Mr. 
Waxman, if you want to attempt your questions, I will be happy 
to stay here with you. 

Mr. WAXMAN. I will try to make it less than the time allotted to 
me. 

Mr. BOUCHER. You have a total of 8 minutes. 
Mr. WAXMAN. Let me just see if I can do it in 3. 
Mr. BOUCHER. That will be fine. 
Mr. WAXMAN. As this committee and the Congress develop legis-

lation to tackle global warming, it is essential we get the fun-
damentals right. We are confronting a looming crisis with very lit-
tle time to avoid catastrophe. Unless we adopt a real and com-
prehensive response based on what the science says is necessary, 
our efforts will be in vain. That is the foundation for my legislation, 
the Safe Climate Act, and I am pleased that 152 of my colleagues 
have joined me on this bill to date. I have also worked with two 
members of this committee, Mr. Markey and Mr. Inslee, to develop 
a set of broad principles for global warming legislation, which com-
plement and supplement the Safe Climate Act. Over 80 of our col-
leagues have joined with us on those principles, and we expect to 
expand that support. 

We believe there are four key goals for global warming legisla-
tion. One, reduce emissions to avoid dangerous global warming; 
two, transition America to a clean energy economy; three, recognize 
and minimize any economic impacts from global warming legisla-
tion; and four, aid communities and ecosystems vulnerable to harm 
from global warming. I would like to ask if any of the witnesses 
disagree with these goals and presumably you would support those 
goals, unless you disagree. Yes? 
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Mr. KUHN. Mr. Waxman, certainly it is easy to support those 
goals. I think that with respect to the economic impacts, we strong-
ly believe that any legislation needs a safety valve and—— 

Mr. WAXMAN. Well, my goal was recognize and minimize any eco-
nomic impacts. 

Mr. KUHN. I certainly agree with that goal. I am just talking 
about things that might help us get there. 

Mr. WAXMAN. Now, I would like to know if this panel agrees that 
climate legislation must reduce emissions to the degree science 
tells us is necessary. Does anybody disagree with that idea? 

Mr. KUHN. Consistent with the availability of technology to get 
us there, and certainly we agree with your long-term goals. 

Mr. WAXMAN. I would like to be informed whether you agree, this 
panel, that the Intergovernmental Panel on Climate Change is the 
preeminent scientific body on this matter and we should look to it 
to understand what emissions reductions are necessary. Anybody 
disagree with that? 

And I would be interested to know if you agree that to protect 
our environment, economy, energy security and national security, 
we need to transition America to a clean energy economy. Anybody 
disagree with that? Thank you for your lack of agreement, or at 
least lack of disagreement. 

I have been working on legislation to address global warming 
since 1992. There is now a widespread call for congressional action 
although, as today’s testimony shows, not everyone is on the same 
page yet. That is why this committee must exercise leadership. We 
must have clear vision for our Nation’s energy future and we must 
make that vision a reality. It won’t be easy but I know it can be 
done, and it must be done soon, and I look forward to working with 
the chairman and members of this committee, the interests rep-
resented here today and many others to adopt strong global warm-
ing legislation that meets the principles I have outlined today be-
fore it is too late. Thank you, Mr. Chairman. 

Mr. BOUCHER. Thank you very much, Mr. Waxman. 
We do have some other members who want to propose questions, 

Mr. Barton is here, for example, and so I am going to ask this 
panel to remain, if you don’t mind doing so. If it is not possible for 
you, we understand. We have a series of four votes pending, and 
that will take approximately 45 minutes. So pending the conclusion 
of those votes, the subcommittee stands in recess. 

Mr. BARTON. Mr. Chairman, my questions will be very easy so 
I hope they will stay. 

Mr. BOUCHER. Well, potentially they will be enticed by that as-
surance to remain here. 

Mr. BARTON. They won’t be mean. 
[Recess.] 
Mr. BOUCHER. The subcommittee will reconvene. Well, my apolo-

gies to the veterans of panel number one, and thank you for your 
tremendous patience. 

The gentleman from Texas, Mr. Barton, the ranking member of 
the full committee, is recognized for his questions. 

Mr. BARTON. Well, thank you, Mr. Chairman. The person I want-
ed to ask the first question to is just now sitting down, so as soon 
as Mr. Kuhn gets seated. If we will have the media capability, I 
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would like for Mr. Kuhn to put his chart back up that talked about 
2008 prism of solutions, something like that. It showed the amount 
of emissions, CO2 emissions by year from 1990 up to 2050 and var-
ious scenarios, how various bills and policies would impact that. 
No, not that one. It is more of a graph. It shows by year and then 
strategies, technologies to ameliorate. It had a heading, 2008, and 
I think prism something. No, that is not either. That is it. 

[Chart shown.] 
Mr. BARTON. You can’t see that very well from here but I studied 

it when it was up. The vertical graph is tons of U.S. emissions and 
the horizontal graph is timeline, and Mr. Kuhn, in 1990 that chart 
I think shows total U.S. emissions were about 1,800 gigatons. Is 
that correct? 

Mr. KUHN. That is correct. 
Mr. BARTON. OK. Right answer. Now, most of the proposals that 

we are looking at today for reductions, and put aside for a second 
whether I think we need to reduce or not. I am still skeptical that 
CO2 is a pollutant, but let us assume that we do need to reduce 
emissions. Most of the bills today require emissions order of mag-
nitude in the 80 percent range. What is an 80 percent reduction 
from 1,800? 

Mr. KUHN. Congressman, an 80 percent reduction from 1,800, I 
am not sure I have got the math there—— 

Mr. BARTON. About 4.6? 
Mr. KUHN. Right. 
Mr. BARTON. We would reduce the number of tons down to actu-

ally 360 gigatons for the entire U.S. economy. 
Mr. KUHN. Congressman, this chart only goes through 2030. It 

is not taking us out to 2050, but—— 
Mr. BARTON. OK. I am going to get to my point. The point I am 

trying to get at it is, at 360 gigatons for the whole U.S. economy 
in 2050, we are probably going to have around 400 million Ameri-
cans, that is either 1 ton per American or maybe 10. I don’t have 
a slide rule with me. But as I said earlier, in Texas right now, per 
capita tons of CO2 emissions is 31 tons. I don’t think we have a 
concept of what 80 percent off of 1,800 is but it is a very small 
number and I do know that just me talking up here in Congress, 
respiring in and out, inhaling, is a third of a ton a year. What kind 
of economy do we have if we go from the baseline of 1,800 gigatons 
in the U.S. economy to 360 gigatons? 

Mr. KUHN. Well, Congressman, I warned in my testimony about 
picking out targets and timetables that didn’t mesh with our ability 
to get the technologies available. Again, I think it is very easy to 
pick out a target and timetable. It is a whole other question if you 
want to ask how we are going to do this, and I think the how we 
are going to do this question really needs to be considered before 
you pick out the target and timetable, and I think in many cases, 
that is not being done. If you extrapolate that chart out to 2050, 
again, I think what we would be saying is if you had the full suite 
of technologies in play at that point in time, including nuclear, 
which is a zero carbon, carbon capture and storage on coal plants, 
at least on new coal plants, and have been putting them on from 
the 2030 time frame on, and that you have renewables and that 
you have energy efficiency and you have plug-in hybrid vehicles, 
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you would essentially be in a much lower carbon fuel supply situa-
tion. But I think when some people arbitrarily will pick out num-
bers and just say, well, let us go 10 percent higher, let us go 10 
percent higher than that, it does become more of a wishful thinking 
than a real—— 

Mr. BARTON. Well, my point is that we throw these numbers 
around and the public and members just take them on faith, but 
an 80 percent reduction from a 1990 baseline is a huge reduction. 

Now, I want to ask Mr. Goo a question. He used to work around 
here and he is now doing a good job at the National Resources De-
fense Council. He was a bright fellow when he worked for Chair-
man Dingell before so I am assuming he is still a bright fellow. Do 
you know—and if you don’t, it is OK, because I don’t—how many 
tons does the average car emit out of the tailpipe? I was going to 
ask this to Mr. Reuther but he is not here. How much does the av-
erage vehicle emit in tons of CO2 each year if you drive it the aver-
age number of miles, which I think is around 18,000 miles? 

Mr. GOO. I don’t want to give you the impression I am not that 
bright but I actually—— 

Mr. BARTON. Well, no, I don’t—— 
Mr. GOO [continuing]. Know the answer off the top of my head. 
Mr. BARTON. I thought you might actually know. That is the only 

reason I asked you. 
Mr. GOO. Yes, I apologize. 
Mr. BARTON. Well, I want to say, and again, I could be wrong, 

and I have been many times, as Mr. Boucher would tell you, but 
I think it is around 3 tons. If it around 3 tons, and we add a third 
of a ton just by breathing, we have almost used up the 80 percent 
number reduction in breathing and driving, and we are not talking 
about heating or cooling or cooking or anything like that. My last 
question—— 

Mr. GOO. Congressman, could I just—— 
Mr. BARTON. Yes, sir. 
Mr. GOO. We were not actually going to be covering human emis-

sions. We are not going to be trying to reduce emissions from hu-
mans, so—— 

Mr. BARTON. I know, but you have a cap. 
Mr. GOO. The cap doesn’t apply to human emissions. 
Mr. BARTON. It applies to total emissions? 
Mr. GOO. It doesn’t apply to human emissions. It would apply to 

emissions from so-called covered sources, so—— 
Mr. BARTON. I know, but the whole point of the cap is to reduce 

the total number of emissions. Isn’t that correct? 
Mr. GOO. That is correct, but from covered sources, not from hu-

mans. 
Mr. BARTON. I understand that. I am not saying you are going 

to tell us we have to breathe every other minute or something. I 
am not saying that. Only every person can breathe on alternate 
days, I am not saying that. But if you have a cap and you are re-
ducing total emissions and we are part of the emissions, even 
though we are not covered, you have to reduce more emissions from 
what is covered. I mean, that is just—that is a fact. 

Mr. GOO. No, the cap doesn’t cover those emissions. 
Mr. BARTON. So—— 
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Mr. GOO. They are outside the cap. 
Mr. BARTON. OK. We are going to pass a law that—— 
Mr. GOO. Allows us to breathe. 
Mr. UPTON. Mr. Goo, I think what he is trying to ask is, if Texas 

chili is going to be still allowed or not. 
Mr. GOO. Texas chili and Dr. Pepper will still be allowed. 
Mr. BARTON. Well, my time is expired and I need to yield back 

to the very gracious chairman. I understand that two-thirds of CO2 
is noncontrollable, it is not covered, to use Mr. Goo’s term, but if 
you set that number up there is a total emissions, that is not man-
made emissions, it is total. If you set the total, you reduce it, you 
have to reduce that which is covered. 

Mr. GOO. None of the bills that this committee is considering 
now would cap those emissions. 

Mr. BARTON. I understand that. 
Mr. GOO. The 80 percent reduction would only apply to basically 

industrial sources and other sources. 
Mr. BARTON. Oh, you are saying the 80 percent number doesn’t 

apply to the total? 
Mr. GOO. Yes, that is right. It doesn’t apply to the total. It 

doesn’t apply from trees. It doesn’t apply from soil. It doesn’t apply 
from people. 

Mr. BARTON. It only applies to that which is controllable? 
Mr. GOO. That is right. 
Mr. BARTON. All right. That even reinforces my point. If that is 

the case, Mr. Goo, tell me what the temperature change if we met 
that goal in the year—— 

Mr. GOO. The temperature change that we need to avoid is a 2- 
degree Celsius temperature change. 

Mr. BARTON. No, I asked what the temperature change effect 
would be. 

Mr. GOO. The temperature change effect with action from other 
countries, comparable action—— 

Mr. BARTON. No, that is not what I asked. If we meet the goal 
in these bills, what is the temperature impact worldwide? And the 
answer is zero. 

Mr. GOO. It is slightly above zero but it is not sufficient to avoid 
catastrophic global warming. 

Mr. BARTON. It is zero, or close to zero. 
Mr. Chairman, I yield back. 
Mr. BOUCHER. As much as I am enjoying this exchange—— 
Mr. BARTON. I understand. 
Mr. BOUCHER. Let me say the gentleman’s time is expired 

and—— 
Mr. BARTON. It did. 
Mr. BOUCHER [continuing]. I thank him for his questions. 
The gentleman from Massachusetts, Mr. Markey, is recognized 

for 5 minutes. 
Mr. MARKEY. Thank you, Mr. Chairman, very much. 
Mr. Shimkus asked earlier whether climate legislation would 

raise gasoline and electricity prices. I am convinced that my legis-
lation, the ICAP legislation, cap and invest, will unleash a techno-
logical revolution and actually put money back in consumers’ pock-
ets because of the lower priced goods that will ultimately save 
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them energy. But let us be clear about these bills and how they 
work. ICAP, for example, in my bill, there is a 100 percent auction 
of pollution allowances and it returns over half of the proceeds to 
low- and middle-income consumers through tax credits and rebates. 
Eighty percent of Americans under my approach would receive ben-
efits and two-thirds of all households would be fully compensated 
for any additional costs resulting from the bill, increased gasoline 
or electricity prices. Mr. Shimkus’s district, for example, over 96 
percent of his constituents would receive benefits and over 70 per-
cent would be held completely harmless under my ICAP legislation. 
So I would like to ask quickly each one of the people on the panel, 
do you believe, yes or no, that that kind of mechanism, some kind 
of mechanism like that is an essential element in climate legisla-
tion, that we take care of consumers? Mr. Kelly? 

Mr. KELLY. We would advocate that climate legislation should 
address the—— 

Mr. MARKEY. Yes or no, please. 
Mr. KELLY [continuing]. Issues at hand, so it would have to ad-

dress the question of emissions. 
Mr. MARKEY. Right, but should there be rebates, yes or no, re-

bates and tax breaks for the consumers who are affected in these 
groups that I was just mentioning? 

Mr. KELLY. We don’t have policy on that but I suspect the an-
swer would be no. 

Mr. MARKEY. Would be no. OK. Thank you. 
Mr. Goo? 
Mr. GOO. Emphatically yes. 
Mr. MARKEY. Thank you. 
Ms. Jacobson? 
Ms. JACOBSON. Yes, of course, and if I may, I would like to also 

acknowledge the large energy efficiency and renewable energy in-
vestments your legislation has, which also will help mitigate price 
impacts. 

Mr. MARKEY. Thank you. 
Mr. Kuhn? 
Mr. KUHN. We think there should be allowances that would go 

to customers through their local distribution companies as an alter-
native way that you would do that and would be based on a for-
mula but also I think you have to worry about the economic com-
petitiveness. So you are worried about the industries and things of 
that nature and the impacts of the prices that they might incur. 

Mr. MARKEY. But you would support rebates to consumers. 
Thank you. 

Admiral Bowman? 
Admiral BOWMAN. I have two yesses, yes for the consumers but 

also a part of that should be delivered to generating the required 
technologies and the low-carbon ability to generate electricity. 

Mr. MARKEY. Thank you. 
Ms. Minette? 
Ms. MINETTE. Absolutely, and we very much like the ap-

proach—— 
Mr. MARKEY. Absolutely yes? 
Ms. MINETTE. Absolutely yes. 
Mr. MARKEY. OK. Good. Thank you. 
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Mr. West? 
Mr. WEST. Who am I to disagree with the Lutheran Church? Of 

course. 
Mr. MARKEY. Beautiful. Now, we have heard a lot of doom and 

gloom today about why we can’t act now to save the planet. We 
don’t have the technology, it will ruin the economy. Those are the 
very same arguments that were used by the technology community, 
the telecommunications community, that wanted to hold onto the 
black rotary dial phone for 80 more years, and when we broke up, 
all those monopolies, when we passed the 1996 Telecommuni-
cations Act, who would have thought we would all be carrying 
around BlackBerries and iPods and broadband service just 10 years 
later? A revolution unimaginable really to those that really wanted 
to hold onto the black rotary dial phone. I think the same kind of 
revolution is about to occur: lowering the costs, improving our lives. 

Mr. Goo, could you tell us how you think these new technologies 
are going to meet these challenges? 

Mr. GOO. Absolutely. I completely agree with your comments 
about the state of computer technology just 30 years ago, and most 
of the models that we see predict a very static energy situation. We 
think that the billions and billions of dollars that will be created 
under a cap-and-trade system can be used to incentivize these tech-
nologies and encourage their development and we are going to see 
a low-carbon future under which we are more energy independent 
and we have more business opportunities and more jobs, green 
jobs, good green jobs in America. 

Mr. MARKEY. And one final question to you and Ms. Minette. Ms. 
Minette, your testimony highlights the importance of auctioning 
pollution allowances rather than giving them away free to pol-
luters. Isn’t it true that giving allowances for free to polluters will 
not in most cases reduce costs to American consumers and instead 
result in windfall profits for the polluters themselves? 

Ms. MINETTE. That is our position, yes. 
Mr. MARKEY. Mr. Goo? 
Mr. GOO. Yes, it is absolutely the case. It is interesting, if you 

give somebody $1, they don’t give it back to you unless you give 
them something worth something. If you give pollution allowances 
to these companies, they will keep them and they will charge more 
for the electricity, and interestingly enough, they will actually 
charge you for that carbon allowance that they receive for free. 

Mr. KUHN. Mr. Markey, I—— 
Mr. MARKEY. If the chairman would allow? Yes, Mr. Kuhn? 
Mr. KUHN. I would totally disagree with that, and I think if we 

are not talking about giving them to the companies, we are talking 
about giving them to the consumers, and rather than putting the 
money back in the government and having it given to a whole lot 
of different interests, we are trying to decide what the difference 
is between low-income and middle-income. We are talking about 
exactly the way that this was impacted to the consumers, in other 
words, if the utility industry is responsible for 34 percent of the 
emissions, those allowances can go back. We are regulated indus-
tries and I guarantee, the regulators are going to make sure this 
money gets back to the consumers. 
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Mr. MARKEY. We just have to avoid the fiasco that unfolded in 
Europe. Otherwise we are just going to engage in repetition syn-
drome and we have to take note of what did happen there. Thank 
you, Mr. Kuhn. 

Thank you, Mr. Chairman. 
Mr. BOUCHER. Thank you very much, Mr. Markey 
The gentleman from Texas, Mr. Burgess, is recognized for 5 min-

utes. 
Mr. BURGESS. Mr. Kuhn, if you wouldn’t mind just expanding on 

that a little bit, I am not sure you had enough time to adequately 
answer the question or weigh in on your observation of the answers 
that were given previously. In a regulated environment, how would 
that money actually devolve then to the consumer? 

Mr. KUHN. Well, number one, we are talking about cost contain-
ment mechanisms because I think we have all agreed that this is 
going to be—any kind of legislation will impact the consumer, elec-
tricity consumers, and we are just talking about the electricity seg-
ment here, but under that situation, this is why we feel very 
strongly that there needs to be a safety valve, particularly to pre-
vent the volatility of a market that is occurring in Europe right 
now and economic harm to the economy, so I think the safety valve 
is a major cost containment mechanism that needs to be put in 
place. We think that ample use of offsets need to be put in place 
because that is where you will probably get the most cost-effective 
emissions reductions from offsets, at least in the early years. And 
thirdly, on the allowance side of the question, we don’t have an 
agreed-upon position in our industry in terms of how the allow-
ances should be allocated from the standpoint of customers that 
may be most effective because they are receiving their power from 
coal or whether or not customers that might be affected by they are 
already receiving electricity from clean power sources but we do 
know that all those allowances we believe should go back to the 
local distribution companies and should be—and with the work of 
the regulators would ensure that they go back to the customers. I 
think it has been misinterpreted. In Germany, for example—and it 
is not all the EU but in Germany in particular, there was a situa-
tion where allowances went to the companies and did not get to the 
customers because they have a different regulatory situation. So it 
is—— 

Mr. BURGESS. How would that work in a State where deregula-
tion of the electrical utility has occurred? 

Mr. KUHN. I think that in restructured States, particularly—— 
Mr. BURGESS. Texas, for example. 
Mr. KUHN. Texas, for example. In Texas, for example, if the al-

lowances went to the LDC, they would be sure to get back to the 
customers, and again, you could have a formula based on an input 
formula and an output formula and figure out how that should be 
divided, but make sure that it goes back to the LDC and that en-
sures it going back to the customers. 

Mr. BURGESS. I think in your testimony you talked about ad-
vances in technology, things like net metering that would make a 
difference in the future. Is that correct? 

Mr. KUHN. That is correct. 
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Mr. BURGESS. Now, in Texas, we do have net metering but I have 
encountered constituents who have attempted to do their own thing 
with either solar panels, windmills, and have encountered having 
to purchase a rather large liability policy in order to have the elec-
tric meter flow both ways. Is that in fact common for the consumer 
to have to buy a liability policy when they want to engage in net 
metering? 

Mr. KUHN. Well, I think the issue about specifically how net me-
tering might be done in different States, their regulation is done 
on a State level and so it certainly differs from place to place. 

Mr. BURGESS. It seems to me if we want to foster that, which 
sounds like a good idea when you brought it up in your testimony, 
I do agree with you that advances in technology will make the dis-
tribution and use of electricity much more efficient in the future, 
but there must be some way we can allow either by capping liabil-
ity or by some method so that these rather large liability policies 
won’t be stock and trade in the future. 

Admiral Bowman, can I ask you, what are some of the obstacles 
right now to getting America back on its feet as far as the evo-
lution of nuclear power? It just seems like it takes so long and it 
is so expensive and we did do some things in 2005 and the reason 
we put the time limits on there was because we didn’t want people 
sitting on the sidelines until you know what froze over. I forgot it 
is going the other way but nevertheless, that was the reason for 
putting those timelines on there. What are the major obstacles to 
getting nuclear power up and going? 

Admiral BOWMAN. The major obstacle is the one that I addressed 
in both my written and oral testimony, and it is the financing of 
this. These plants are expensive. I would dare say that on a mega-
watt-hour basis, they are not any more expensive than any of the 
new power plants that we are going to see coming down the line. 
We have done a great deal of work on granularity of exactly how 
much it is going to cost to build a new nuclear plant. 

Mr. BURGESS. Are advances in technology helping bring that 
price down or are they actually contributing to the cost increase? 

Admiral BOWMAN. The advances in technology are not so revolu-
tionary that we don’t understand them. They are more evolutionary 
off existing systems that we have today but in each case, we have 
a different way to ensure a little bit more safety in this new gen-
eration of power plants but the single thing that is an impediment 
today is the loan guarantee program and financing these large, 
high-cost nuclear plants on a relatively small market capitalization 
business so that if you put it on the balance sheet of a $7 billion 
business. If you put a $7 billion project on a $7 billion business, 
Wall Street will have a field day with lowering the debt rating. 

Mr. BURGESS. Is there any difficulty in getting the actual reac-
tors and materials that are needed to build the plant? 

Admiral BOWMAN. That has not become a problem. We are cer-
tainly aware of the bottlenecks in the infrastructure because we 
haven’t built in a long time. We are aware that the rest of the 
world is going in this direction. Those people who are in that first 
wave that I discussed earlier, those four to eight plants that might 
be online by 2016, are already buying long lead time components. 
In some cases, those long lead time components have been deliv-
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ered. If they aren’t delivered, the companies are in the queue. So 
that is not causing the difficulty. 

Mr. BOUCHER. Thank you very much, Mr. Burgess, Admiral Bow-
man. 

The gentleman from Utah, Mr. Matheson, is recognized for 5 
minutes. 

Mr. MATHESON. Well, I thank the chairman and I thank the 
panel. It has been a long day, and assuming no one walks in the 
door, I think I am the cleanup batter today. 

I want to talk a little bit in the context of cost containment about 
how allowances can help mitigate that issue, and it seems to me 
that the ability to bank credits and to have some flexibility in how 
allowances are used assists in that effort as a tool to help with cost 
containment or cost mitigation. Does anyone on the panel have a 
problem with legislation that permits the banking of allowances? 

Mr. KUHN. Congressman, we feel strongly that you need some-
thing stronger than just the banking and borrowing. Number one, 
if you do borrow, you are going to be borrowing from future allow-
ances, which most likely are going to be much more expensive in 
the future and I think that is going to cause problems, at least in 
the beginning years when you are putting in place the largest trad-
ing system that has ever been established in the world, a multitril-
lion-dollar trading system. We all know the challenges we have had 
with a lot of trading systems. You can go back to the Enron situa-
tion or mortgage-backed securities or whatever. There has been a 
lot of volatility in a lot of trading systems. There has been a lot 
of manipulation. And we think that you need a strong safety valve 
or collar that would ensure that the economy doesn’t get harmed, 
that the price does not go over a particular level, or perhaps maybe 
even a collar that doesn’t go below a certain level so that it might 
not incent new technologies because banking and borrowing, at 
least in the beginning years, is not going to be enough. 

Mr. MATHESON. Well, I was going to split it into two questions. 
You already anticipated the second one. Because the first was 
about banking allowances, which I think in terms of environmental 
effect, I am assuming you get it either way. So I didn’t anticipate 
anyone would have a problem necessarily with the banking. But 
now I want to ask about the borrowing and I want to see if that 
is something that people support or not support, and I would men-
tion two things. One, in response to what you said, Mr. Kuhn, I am 
assuming if the market develops, you are going to have a forward 
price. That is the whole point of markets and futures. If some cap- 
and-trade legislation is put in place and it sets caps over the years 
that the marketplace is going to price those allowances out over 
time. It won’t do it perfectly in the start-up, I understand that, but 
I do think that there will be a differential in price that will reflect 
those more expensive in future years, so if you want to borrow 
against them, I would think the borrowing would reflect that pre-
mium. And secondly, I know at least one of the legislative pro-
posals that has been put out has an interest rate, if you will, a 1.1 
percent cost if you borrow for the future. So I want to ask the peo-
ple on the panel how they feel about borrowing allowances in gen-
eral and if the interest rate associated with borrowing, if the 1.1 
is reasonable or if that is a reasonable approach to have an interest 
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rate. I just want to see if people on the panel have any comments 
on that structure. 

Mr. GOO. We strongly support borrowing. We think it is a way 
to have some cost containment without breaking the emissions cap. 
We also support the interest rate. The 10 percent interest rate that 
was in the Lieberman-Warner bill is something we support. If we 
borrow, there are some consequences from too much borrowing be-
cause the climate is warming. We just can’t borrow willy-nilly and 
we don’t want to put ourselves in a situation we can’t pay back. 
But we support borrowing. 

Mr. MATHESON. So would you say there should be some overall 
boundaries set on how much could be borrowed? 

Mr. GOO. We support—in the Lieberman-Warner bill, there is a 
15 percent limit on borrowing. We support that. 

Mr. MATHESON. Anybody else have any comments on borrowing 
or banking? 

Mr. KELLY. Congressman, I would be happy to. We did some 
analysis on this that was included in analysis of Lieberman-War-
ner impact that CRI conducted for us and they found that all the 
incentives were actually for banking as opposed to borrowing. We 
would be happy to supply this to you and your office. 

Mr. MATHESON. I appreciate that. One other thing I will just 
mention real quick. I just recently was told about a proposal that 
the notion of writing a provision in the legislation that would allow 
allowances to be turned in, instead of being turned in every quarter 
or every year, it would be over a 2-year period and allow a little 
more flexibility for people in terms of a compliance period. Has 
anyone on the panel thought about that and have any opinion on 
having a 2-year compliance period instead of a 1-year compliance 
period for allowances? 

Mr. GOO. We think that is an interesting idea and that it may 
help ease some of the volatility in the market. It is sort of like hav-
ing businesses can choose their own tax year so if you are having 
a hard year or you have a growth in a particular year, then all the 
allowances don’t come due at December of the year causing an in-
terest in prices, so we think it is an interesting concept. 

Mr. MATHESON. Thanks, Mr. Chairman. 
Mr. BOUCHER. Thank you very much, Mr. Matheson, and our 

thanks to all of the panel members. We appreciate your patience 
and the long time that you have spent with us today. The informa-
tion we have gained from you is tremendously valuable and has 
well justified your long-term presence here. So with our thanks, 
this panel is excused and we welcome now our second panel of wit-
nesses: Dr. John Felmy, the Chief Economist for the American Pe-
troleum Institute; Mr. Robert Baugh, the Executive Director of the 
AFL-CIO Industrial Union Council and Chair of the AFL-CIO En-
ergy Task Force; Mr. Joseph Hart, Vice President of the American 
Trucking Association; Ms. Emily Figdor, the Director for the Fed-
eral Global Warming Program of Environment America; Mr. Jason 
Grumet, the Executive Director of the National Commission on En-
ergy Policy; and Mr. Douglas Scott, the Director of the Illinois En-
vironmental Protection Agency. 

Without objection, the prepared written statement of each of our 
witnesses will be made a part of the record. We would welcome 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00216 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS



209 

your oral summaries and ask that they be kept to approximately 
5 minutes. 

Dr. Felmy, we will be happy to begin with you. 

STATEMENT OF JOHN FELMY, CHIEF ECONOMIST, AMERICAN 
PETROLEUM INSTITUTE 

Mr. FELMY. Thank you, Mr. Chairman and Ranking Member 
Upton. My name is John Felmy. I am the chief economist of API, 
the national trade association of the U.S. oil and natural gas indus-
try. API represents nearly 400 companies involved in all aspects of 
the oil and natural gas industry including exploration and produc-
tion, refining, marketing and transportation as well as the service 
companies that support our industry. 

API believes it is important to address global climate change. We 
are committed to working with Members of Congress on policies 
that are environmentally effective, economically sustainable, and 
fair. Good policies can help contain costs and enhance our competi-
tiveness while tackling the hard issue of managing greenhouse gas 
emissions. 

We all have a role to play in addressing climate change, and the 
U.S. oil and natural gas industry has been trying to do its part. 
Companies have invested in alternative fuels and refinery effi-
ciency improvements, which reduce emissions. Through API, they 
have developed tools for tracking emissions, which are needed to 
measure our progress, and these companies have 4 decades of expe-
rience capturing and storing CO2 to enhance domestic oil produc-
tion and reduce our reliance on imports. Virtually 100 percent of 
the natural gas produced by API members is with companies par-
ticipating in EPA’s Natural Gas STAR program. 

Between 200 and 2006, the U.S. oil and natural gas industry in-
vested $42 billion in carbon mitigation technologies. This is 45 per-
cent of the total for all U.S. companies and the Federal Govern-
ment combined. Nearly $3.5 billion of that was in non-hydrocarbon 
technologies including wind, biomass, solar, and geothermal. 

We believe climate legislation should meet some basic criteria for 
a robust, cost-efficient national policy for long-term reductions in 
greenhouse gases. These criteria including balancing reasonable 
cost burdens, encouraging low-carbon technologies, providing a uni-
form national policy, and finding the most cost-effective way to re-
duce emissions without choosing winners and losers. The 
Lieberman-Warner bill fails to meet these criteria. For example, it 
would have imposed disproportionate costs on the supply of natural 
gas, gasoline, diesel, aviation fuel, and other petroleum products 
such as heating oil. This unbalanced cost burden is the con-
sequence of providing only 3 percent of the needed emissions allow-
ances for fuels and natural gas sectors. 

These costs could have contributed to increases in consumer 
prices according to analysis by the U.S. Energy Information Admin-
istration and the Congressional Budget Office. Our own supply-side 
study estimated that the legislation could have seriously affected 
supplies of both natural gas and fuels. 

Clean-burning natural gas has low levels of greenhouse gas emis-
sions. According to a Natural Gas Council study, climate legislation 
is likely to increase the demand for natural gas. A sound climate 
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policy should enable more supply of natural gas, not less. However, 
a study by ICF International commissioned by API and included 
with my testimony estimates the Lieberman-Warner bill would 
have reduced natural gas supplies by 12 percent. The estimated 
fall in natural gas supplies is because of the added costs of produc-
tion and gas processing. A Wood Mackenzie study estimates even 
greater supply reductions. Our ICF study also estimates that the 
legislation would shift refinery capacity overseas by 3 million bar-
rels a day, or 17 percent of U.S. capacity. The estimated shift in 
refinery capacity would have also meant lost jobs and the export 
of emissions overseas. 

From our review of the Lieberman-Warner bill, we have identi-
fied additional shortcomings. It fails to establish a uniform national 
policy that coordinates with other legislation, Federal and State, to 
reduce redundancy and inefficiency. It fails to safeguard against 
potentially triggering overlapping federal regulations for green-
house gases under the Clean Air Act, NEPA and the Endangered 
Species Act. The bill locks in an inflexible 40-year schedule of al-
lowance allocations that fails to allow for midcourse corrections, 
and it does not provide a sufficiently transparent signal of cost 
which weakens the impact on consumer behavior. 

In conclusion, managing greenhouse gas emissions will require 
new energy technologies and sensible policies. A sound approach 
involves investment, equitable cost, consistent national policies, 
transparent signals for consumers and development of all sources 
of energy including coal, nuclear, oil, natural gas, and new alter-
natives. We hope to work with you and your colleagues to help de-
velop sound policy. 

That concludes my remarks, which have focused on the analysis 
of the Lieberman-Warner legislation. API is still examining the 
other bills you are considering today. I would like to submit for the 
record the executive summary of our ICF study, which is the first 
to focus on supply-side impacts of the legislation. I would also like 
to submit an analysis we commissioned of the financial invest-
ments into climate mitigation technologies. I would be happy to an-
swer your questions. Thank you. 

[The prepared statement of Mr. Felmy follows:] 

STATEMENT OF JOHN FELMY 

I am John Felmy, chief economist of API, the national trade association of the 
U.S. oil and natural gas industry. API represents nearly 400 companies involved in 
all aspects of the oil and natural gas industry, including exploration and production, 
refining, marketing, and transportation, as well as the service companies that sup-
port our industry. 

API believes it is important to address global climate change and manage green-
house gas emissions. We are committed to working with Members of Congress on 
policies that are environmentally effective, economically sustainable, and fair. Good 
policies can help contain costs and enhance our competitiveness while tackling the 
hard issue of greenhouse gas emissions. 

We all have a role to play addressing the climate change challenge, and the U.S. 
oil and natural gas industry has been trying to do its part. Companies have invested 
in alternative fuels and refinery efficiency improvements, which has reduced emis-
sions. Working with EPA and others, they’ve reduced natural gas flaring and vir-
tually 100% of the natural gas produced by API members is from companies partici-
pating in EPA’s Natural Gas STAR program. Through API, they’ve developed a 
suite of tools for estimating and tracking emissions, without which any progress will 
be hard to measure. And, for many years now, they’ve been building experience cap-
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turing and storing CO2, boosting domestic oil production in the process and reducing 
our reliance on imports. 

Between 2000 and 2006, the U.S. oil and natural gas industry invested $42 billion 
in carbon mitigation technologies, more than either than the Federal Government 
or all other businesses and industries combined. Nearly $3.5 billion of that was in 
non-hydrocarbon technologies, including wind, biomass, solar and geothermal. 

One climate change proposal that was considered by the Senate earlier this month 
fell short of meeting what we believe are the essential criteria for a robust, cost- 
efficient national policy for long-term reductions in greenhouse gases. These criteria 
include balancing reasonable cost burdens; encouraging low-carbon technologies; 
providing a uniform national policy; and finding the most cost-effective ways to re-
duce emissions without choosing winners and losers. 

For example, the Lieberman-Warner bill would have imposed disproportionate 
costs on the supply of natural gas, gasoline, diesel, aviation fuel, and other petro-
leum products such as heating oil. This is the consequence of providing only three 
percent of the needed emission allowances for the fuels and natural gas sectors 
while granting some other sources of emissions as much as 300 percent of their 
needed allowances. 

These costs would have helped raise consumer prices, according to analyses by the 
U.S. Energy Information Administration and the Congressional Budget Office. And 
they would have seriously affected natural gas supplies and fuel production. A study 
by ICF International commissioned by API estimates the legislation would have re-
duced natural gas supplies by 12 percent and driven overseas some three million 
barrels per day or 17 percent of our refinery capacity. The shift in refinery capacity 
would also have meant lost jobs. A Wood Mackenzie study estimates greater reduc-
tions in natural gas supplies. 

The projected fall in natural gas supplies is troubling. Natural gas is relatively 
clean-burning. It produces barely half the greenhouse gas emissions of coal. A ra-
tional climate change policy should encourage more use of natural gas, not less. In-
deed, the legislation, while at the same time it could reduce supplies, would also 
have spurred demand for natural gas, according to a recent Natural Gas Council 
study. 

The shifting of refinery capacity overseas also would have meant exporting rather 
than controlling some emissions. 

From our review of the Lieberman-Warner bill, we’ve identified additional short-
comings: 

It fails to establish a uniform national policy that coordinates with other legisla-
tion, Federal and State, to reduce redundancy and inefficiency. For example, it fails 
to safeguard against potentially triggering overlapping federal regulations for green-
house gases under the Clean Air Act, NEPA, and the Endangered Species Act. 

It locks into an inflexible 40-year schedule of allowance allocations that fail to 
allow for mid-course corrections. 

And, it does not provide a sufficiently transparent signal of all the costs, which 
weakens the impact on consumer behavior. 

In short, a sound approach to managing greenhouse gas emissions that involves 
investment, equitable costs, consistent policies, and understandable signals still re-
mains to be advanced. We hope to work with all of you and your colleagues to help 
make that happen. 

That concludes my remarks. I’d like to submit for the record two studies API com-
missioned on supply-side impacts of legislation and a report on investments into cli-
mate mitigation technologies. I would be happy to answer your questions. 
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Mr. BOUCHER. Thank you, Dr. Felmy. Those documents may be 
submitted as a part of your prepared statement and will appear in 
the record. 

Mr. Baugh. 

STATEMENT OF ROBERT C. BAUGH, EXECUTIVE DIRECTOR OF 
AFL-CIO INDUSTRIAL UNION COUNCIL AND CHAIR OF AFL- 
CIO ENERGY TASK FORCE 

Mr. BAUGH. Thank you, Chairman Boucher. I would like to say 
on behalf of the 9 million members of the AFL-CIO, thank you for 
the opportunity to testify here today. We have been engaged in this 
process over the last 18 months with our energy task force working 
with the business community, the environmental community, com-
munity organizations and Members of the House and the Senate to 
work our way through and understand this and come to some con-
clusions, and we have. We found your white papers quite helpful 
that you issued from this committee. 

The AFL-CIO believes it is time for our Nation to take bold steps 
to meet the 21st century challenges related to climate change. We 
believe it is real. We believe something needs to be done and we 
support a new environmental economic development policy, both 
policies come together, it is not one or the other, with a balanced 
approach that ensures diverse, abundant, affordable energy sup-
plies and creates good jobs for American workers that improves the 
environment. We do support a cap-and-trade program that is trans-
parent and economy-wide, and note that the legislations under con-
sideration do do that. We also believe they have to have timetables 
and standards that are sensitive to development and deployment of 
new technology and we think there is a problem there, and I will 
talk more about that in a second. 

We also believe there should be an economic development policy 
from cap-and-trade that has principles to it, one that domestic in-
vestment of the auction proceeds, we need to be sure of that, that 
do create jobs here, the capturing of cutting-edge technologies and 
the discouraging of the offshoring of the manufacturing and pro-
duction of this work. I think the idea is—that is why it is economic 
development—to reinvest these dollars in our economy. And these 
investments need to be supported by an international component 
that provides both incentives and a border mechanism enforced 
through trade regime to encourage the rest of the world to engage 
in similar activities around climate change, and there must be ade-
quate resources to address the needs of displaced workers and the 
communities that may be affected by this as well as low- and mod-
erate-income relief from the cost of any such programs. 

We support a robust investment portfolio that includes carbon 
capture and sequestration technology, advanced technology vehi-
cles, renewable energy and biomass, the electrical grid moderniza-
tion, relief for low- and moderate-income workers, worker training 
and more, and the Senate bill certainly reflects that investment 
portfolio and we recognize that the Markey bill has similar invest-
ment portfolio pieces into it. It is not as spelled out as much in the 
Waxman legislation. 
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I want to make one statement. There is an immediate need that 
has been said by the previous panels for the investments in CCS 
technology, and I want to applaud this committee and the chair-
man and the members of this committee who have supported the 
carbon capture and storage early deployment act. This has to hap-
pen now. We can’t wait 2, 3, 4 years for the implementation of auc-
tion monies to come down the road, a very important step forward, 
and we applaud your actions on this. We are fully supportive of 
that. 

In the short term, there is a wide variety of actions that can be 
taken to capture the difference between the technology gap that ex-
ists here and the standards and timelines that are being proposed, 
and this includes the modernization of the grid, the retrofit of 
buildings, what we do about mass transit and home weatherization 
are all things that are technologies that are there that we can 
move on and make a difference to cut the demand. It is not going 
to solve the complete gap between the technology and the timeline. 

We supported caps and timetables in the Bingaman-Specter bill. 
There they come in shorter than the other ones that we were look-
ing at in the other three pieces of legislation which are more strin-
gent. I think those bills fail to recognize the technology gap that 
has been addressed here by other people, especially in the 2020 
time frame. That is where the big push is, and our concern is that 
that time frame and that standard and timeline will actually push 
the issue of fuel switching that has been discussed earlier on the 
panels this morning. 

We also support a very limited market approach with price con-
trol mechanisms. We did support the safety valve that has been 
talked about in the Bingaman-Specter bill. We have also looked 
with interest upon the emergency off ramp, as it was called, in the 
Lieberman-Warner legislation that was proposed that used bor-
rowing and other mechanisms to address the idea that this is a 
cost control mechanism. 

We very much recommend a regulated and restricted trading sys-
tem. We remain deeply, deeply troubled with a simple market-only 
approach that is open to speculation and windfall profits by indi-
viduals and entities such as hedge funds that are never going to 
use these carbon credits. We believe it should be restricted that the 
people actually have to buy them and use them. 

In addition, we are very concerned about the use of offsets. We 
should approach this cautiously. The international allowances need 
to be approached again with caution. We need to be sure that they 
can be verifiable and that they are actually permanent, and in fact, 
I met with two EU commissioners on their energy commission re-
cently and discussed this issue, and in their phase II reform, they 
limited offsets to 15 percent. Their concern was that if they made 
them too readily available, their domestic industries would not 
make the investments in their own industries to make the changes 
that need to be made, a very interesting approach that I didn’t 
really realize what they had done until I had the chance to sit 
down and go through this with them. We want viable, competitive 
domestic industries. We want them to make those investments. 

We believe Congress needs to be better informed about the im-
pact of cap-and-trade and the performance on energy-intensive in-
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dustries. We have worked with the National Commission on En-
ergy Policy. They are completing four studies of four major indus-
tries, steel, aluminum, chemical, part of the chemical industry, and 
paper, to really better understand the impact of a cap-and-trade 
program on these. Frankly, we have been operating with too little 
information about these impacts. We really look forward to these 
reports, which should be available in the next couple of weeks, is 
my understanding. 

We do support the inclusion of the international language that 
was in the Boxer-Lieberman-Warner package and the Bingaman- 
Specter bill has been raised in the other legislation and we think 
it is an important step forward to addressing the part. We think 
there is additional steps that could be needed around that. We are 
very open to discussion on this but we think the international com-
ponent is important in terms of sending the right signals that the 
whole world has go to do their part in this, and we shouldn’t move 
forward without that. 

We believe Congress also needs to take action to address the con-
flict between a State and Federal cap-and-trade programs, Alan 
Reuther mentioned in his testimony this morning. We fully concur 
that that is something that needs to be addressed. 

We have learned a lot as a committee, as a trade union over the 
last 18 months. We do believe there will be some price impacts to 
this. We believe they can be addressed. We also view this with opti-
mism as we learned the rest of the world did when we participated 
in the negotiations in Bali that within crisis, there is opportunity, 
and we tried to take that point of view, and that is why we so 
strongly the investment portfolio that offers a view of how we in-
vest in new technologies, in renewable energies, in our existing 
technologies to re-engineer them so that we do have clean coal. 
There is another way to do this and we do believe it is possible. 
Our only hurdle in this is the standards and timelines, the tech-
nology gap and the steps we take both to mitigate that and to move 
ahead for the future. 

Thank you. 
[The prepared statement of Mr. Baugh follows:] 

STATEMENT OF ROBERT C. BAUGH 

Chairman Boucher, on behalf of the 9 million members of the AFL-CIO, I want 
to thank you and the members of the Subcommittee on Energy and Air Quality of 
the House Energy and Commerce Committee for the opportunity to testify this 
afternoon on this important subject. Our comments will focus on the Federation’s 
climate change initiatives in relation to the Climate Security Act of 2008 (S. 3036). 
Sponsored by Senators Boxer, Lieberman, and Warner; the Investing In Climate Ac-
tion and Protection Act (H.R. 6186) sponsored by Representative Markey; the Safe 
Climate Act (H.R. 1590) sponsored by Representative Waxman; and the Low Carbon 
Economy Act (S. 1766) sponsored by Senators Bingaman and Specter. 

The AFL-CIO believes it is time for our Nation to take bold steps to meet the 21st 
Century challenges related to climate change. Scientific evidence has confirmed that 
human use of fossil fuels is undisputedly contributing to global warming, causing 
rising sea levels, changes in climate patterns and threats to coastal areas. Unre-
strained growth in greenhouse gas emissions poses critical economic and environ-
mental issues. This challenge is an opportunity to enact an energy policy that will 
result in a cleaner planet, greater energy efficiency, and the revitalization of our 
manufacturing base. 

The world is looking to the United States for leadership because we are the most 
energy-intensive nation in the world and one of its leading emitters of greenhouse 
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gas. Our Nation can lead a new technological revolution in the way energy is gen-
erated and used that can be of benefit to the world as a whole and serve as a foun-
dation for the revival of the middle class in the United States. But to accomplish 
this, we need a strategic approach centered on domestic investment in new tech-
nologies and good jobs. And we need to lead in fostering a shared international re-
sponse to this issue. 

POLICY AND PRINCIPLES 

Over the past 18 months, our interaction with Congress and many other busi-
nesses, industry, environmental and international labor organizations, has helped 
evolve and sharpen the thinking of the AFL-CIO Energy Task Force. 

The February 2007 report by the AFL-CIO Energy Task Force recognized that ‘‘re-
liable and affordable electrical energy, is the lifeblood of the manufacturing, trans-
portation, construction and service industries;’’ .and that we must ‘‘maintain diver-
sity in the electric utility industry, by retaining all current generating options, in-
cluding fossil fuels, nuclear, hydro and renewables, to ensure a stable, reliable and 
low-cost supply of electricity for the United States.’’ 

That report was also driven by our belief that a strong and diverse manufacturing 
base is in the national interest. This sector is in a deep and ongoing crisis. Since 
1998, some 3.9 million manufacturing jobs were lost and 35,000 manufacturing fa-
cilities closed while the nation amassed trillion of dollars in trade deficits. The 
offshoring of skilled work, R&D, design, engineering and more continues to erode 
our innovative and technical capacities. Solving the climate change crisis is an op-
portunity to address the manufacturing crisis. 

The AFL-CIO supports a new industrial policy, and an environmental economic 
development policy, which places manufacturing and trade at the center of a green 
economy program. New investment in a sustainable energy infrastructure must be 
structured to create good jobs and ensure stable energy prices. These must be sup-
ported by effective trade policies. Without these key elements, there is a serious risk 
of driving good jobs offshore into nations without emission regimes and far less car-
bon efficient production. 

A set of environmental economic development principles has helped guide the 
Federation’s efforts: 

1) Our Nation should embrace a balanced approach that ensures diverse, abun-
dant, affordable energy supplies, creates good jobs for America’s workers, and im-
proves the environment. 

2) Our Nation should adopt an economy-wide cap-and-trade program that is trans-
parent and requires all sectors to come to the table to reduce their carbon emissions. 
It should have timetables and standards that allow for the development and deploy-
ment of new technology and should help finance the new technologies that can pro-
vide clean energy at prices close to conventional sources. 

3) Energy incentives and investments by the Federal Government must be based 
on a set of economic development principles that clean the environment and create 
jobs but will not encourage offshoring of manufacturing jobs. 

4) Investments must be used to identify, develop and capture cutting-edge tech-
nologies and to manufacture and build these technologies here for domestic use and 
export. 

5) The international component of any climate change cap-and-trade program 
must provide both incentives and a border mechanism enforced through a trade re-
gime, to ensure that major developing nations, such as China and India, participate. 

6) There must be adequate resources to both address the transition needs of work-
ers and communities adversely affected by legislation, as well as, financial assist-
ance to assist low- and moderate-income families. 

The AFL-CIO is here today to reinforce these principles with the Energy and Air 
Quality Subcommittee, just as we have in every discussion held with staff and Mem-
bers of Congress. 

INVESTING FOR THE FUTURE: GREENING THE ECONOMY 

Meeting the future energy needs of the Nation while reducing our carbon footprint 
offers difficult choices and huge opportunities. It requires a commitment to major 
long-term investments, that these be invested domestically and that the technology 
and products resulting from the investments be produced domestically. In this way 
the Nation can maximize the outcomes from its investments by assuring that those 
dollars recirculate through the domestic economy. This is environmental and indus-
trial policy working in harmony. All the legislation we are addressing today took 
steps in this direction. 
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The Markey and Waxman bills and Boxer-Lieberman-Warner and Bingaman- 
Specter legislation all provided for an investment portfolio based on auction pro-
ceeds. The Waxman bill does not provide the level of detail that appears in the other 
bills. The AFL-CIO was most deeply engaged in the Senate stakeholder process that 
developed a robust portfolio in both bills. This included carbon capture and seques-
tration technology (CCS), advanced technology vehicles, renewable energy and bio-
mass, electric grid modernization, relief for low- and moderate-income families, 
worker and community transition, worker training, and more. These investments 
were bolstered by domestic investment requirements and international provisions 
regarding the participation of developing nations, including a border mechanism. 

While the climate change bills all invest in CCS technology, those investments 
may be years away. There is an immediate need for investment in CCS technology. 
The AFL-CIO applauds the introduction of the Carbon Capture and Storage Early 
Deployment Act by Chairman Boucher. This legislation will create a non-govern-
mental fund and entity to accelerate the deployment of carbon capture and storage 
technologies. This is an investment that needs to be made now so that the tech-
nology is available as soon as possible to meet the carbon emission standards of the 
future. 

In the short term, there are a wide variety of options for emissions reduction that 
can help bridge some of the gap between the coal technology of today and the carbon 
capture and sequestration technology of the future. There is also an enormous po-
tential for energy savings and good jobs in making our economy more energy-effi-
cient. The modernization of the 160,000 miles of high transmission lines that make 
up the electrical grid and the retrofitting public, industrial and commercial build-
ings and home weatherization also increase energy efficiency and create jobs. The 
expansion and increased usage of mass transit and passenger rail offers similar op-
portunities for the economy and the environment. 

Another important investment policy incorporated in the Senate legislation was 
to impede the ability of manufacturing firms to game the system simply for financial 
gain or to drive them offshore. Firms cannot collect credits for reductions achieved 
through closures, cutbacks, or outsourcing work. Only actively operating manufac-
turing facilities (including new facilities) receive allowances, and their allocation is 
based on the number of production employees at those U.S. facilities. The point of 
the system was to encourage a positive change in the domestic behavior of energy 
producers and manufacturers while retaining jobs and our technical capability to 
produce goods. 

The Bingaman-Specter, Boxer-Lieberman-Warner and Markey legislation all iden-
tified worker and community transition and worker training as critical investments. 
The Boxer-Lieberman-Warner identified major areas of worker investment, one of 
which corresponds with previous House legislation on green jobs. The worker and 
community transition is modeled after the best elements of TAA legislation and pre-
vious displaced worker legislation over the past 25 years. In addition to strong 
training, education, and counseling benefits it provides for wage replacement, health 
care, retirement bridges, and other forms of economic and social assistance. It also 
recognizes the burdens that may fall on communities heavily dependent upon an af-
fected industry and offers community planning and other forms of economic develop-
ment assistance. The green jobs training program is modeled after House legislation 
that encourages collaborative community and labor-management initiatives. 

CAP AND TRADE, TIMELINES AND COST CONTAINMENT 

A cap and trade system begins with the actual cap and an emission standards 
timeline The AFL-CIO supported the standards and timeline within the Bingaman- 
Specter bill. These were reasonable and recognized the linkage between standards 
and technical capability for mass deployment of new CCS technology. The caps and 
timetables established in the Boxer-Lieberman-Warner, Markey, and Waxman bills 
are more stringent. These fail to take into account the actual state of technology 
development and deployment necessary to achieve their proposed standards. 

The AFL-CIO believes that any approach for addressing greenhouse gas emissions 
must be done upstream on an economy-wide level, with contributions from each sec-
tor in proportion to the greenhouse gas emissions of that sector. Also, any auction 
of carbon permits should be reasonable in scope and must assure that no sector is 
disproportionately burdened. The Boxer-Lieberman-Warner, Bingaman-Specter, and 
Markey bills do take an upstream approach with the burden being shared across 
sectors. 

The AFL-CIO supports a limited market approach to cap and trade, with regu-
latory mechanisms that act as a price control to prevent any serious long-term dam-
age to the economy. The Bingaman-Specter legislation contained a safety valve and 
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the Boxer-Lieberman-Warner legislation offered an alternative approach to control-
ling price spikes through a borrowing from the future mechanism with set pricing. 
The Waxman and Markey bills fail to provide similar protections. 

Carbon pricing has a direct relationship to fuel switching (from coal to natural 
gas) and that has serious consequences for the economy. The goal should be to en-
courage the adoption of new technologies like carbon capture and storage and dis-
courage fuel switching. The AFL-CIO worked with the NCEP and members of the 
environmental community to identify the price triggers for fuel switching and ways 
to avoid this scenario. The Boxer-Lieberman-Warner bill did take this concern into 
account. 

Fuel switching is directly related to our ongoing concern over the cost contain-
ment measures, and any legislation’s timetable and standards for emission reduc-
tions in the 2020 period. While the Boxer-Lieberman-Warner bill offers one form of 
cost control it does not solve the problem of the 2020 standards in theirs and the 
Waxman and Markey bills. The stringent timelines will act as a trigger for massive 
fuel switching. It is in the 2020-2030 period that CCS technology should become 
available for mass deployment. But, the early aggressive targets will have already 
triggered the investment decisions for compliance. We urge that there be greater 
flexibility in the standards and timetable. 

MARKET FUNCTIONALITY 

The Stern Commission cited climate change as the greatest market failure in his-
tory. Today, open and unregulated markets have left the Nation in a housing crisis, 
soaring food costs, world capital markets in turmoil, and still dealing with the fall-
out of Enron. Even as this testimony is being delivered Congress is looking into the 
role speculation and futures contracts are playing in oil, grain and commodities 
markets. Thus, we remain deeply troubled with a simple market-only approach that 
is open to speculation and windfall profits by individuals and entities that have 
nothing to do with carbon emissions. 

The open and ‘‘unlimited trading’’ initially proposed in legislation means that any-
one, can buy allowances from a limited and declining pool. With well over 10,000 
firms needing allowances, we reject the notion that letting additional speculators 
(those not needing to use carbon emission credit) into the market to create more li-
quidity is neither necessary nor desired. However, letting these speculators in will 
create windfall profits and drive prices higher leaving consumers and industry to 
pay the price. 

In addition, the ability of purchasers to bank these allowances in perpetuity cre-
ates additional risks. While some would argue that unlimited banking might help 
business decision making, it also may lend itself to uncompetitive behavior in search 
of windfall profits or market advantage. 

Open access and unlimited banking leaves the system open to predatory and spec-
ulative trading practices, the hoarding of allowances and windfall profits that will 
fuel volatile pricing in the market. This will have a direct and detrimental pricing 
impact on the public, utilities sector, and energy-intensive industries. 

The AFL-CIO believes that the goal of any climate change legislation with a cap 
and trade program is to move industries and consumers to change behavior and 
lower carbon emissions. The Federation recommends a regulated and restricted ap-
proach to the trading of allowances. We believe that: 

• Market participation (as purchasers not sellers) should be limited to firms that 
intend to use the allowances. With an accurate carbon footprint and a declining pool 
of allowances, available prices will rise but not be artificially inflated by speculators. 

• The banking of allowances should be limited and regulated to avoid non-competi-
tive and speculative behavior. There needs to be a limit on the amount of allowances 
any particular firm can bank related to its actual needs. In addition, there should 
be a ‘‘time certain’’ by which a firm must use the allowances or revert back to the 
auction pool. A firm would always be able to reenter the market and bank a limited 
amount for a limited duration. These steps will help create a more certain, less spec-
ulative, trading environment. 

• The allowances and market will be created for buyers and sellers who need to 
use them. Purchasing and retirement of allowances should be limited to entities reg-
ulated by state performance or efficiency standards in any sectors covered under the 
federal cap-and-trade program seeking to meet state standards more stringent than 
any comparable Federal standards, by purchasing and retiring Federal allowances. 

OFFSETS AND INTERNATIONAL ALLOWANCES 

The use of offsets and international allowances as tools for cost containment needs 
to be approached with caution so that the outcomes sought for the long run, a clean-
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er planet and viable competitive domestic industries, are achieved. It is in our inter-
est to assure that domestic industry makes the needed investments in trans-
formational technology. Our concern is that these investments will be deferred with 
the easy availability of less expensive offsets and allowances. This would be a for-
mula for business closure in future years. 

In recent meetings with EU officials and European traders, the AFL-CIO has 
learned that the EU had the same concerns in mind with their recently imple-
mented phase II reform. Under their system, offsets are limited on average to 15% 
because they fear that too many easily obtained offsets will undermine efforts to as-
sure that domestic investments for mitigation are made. They want viable competi-
tive clean industries in their countries. The EU does not have domestic offsets only 
international offsets. To date their experience with international offsets has been 
problematical and filled with concerns over the validity of these offsets. 

The AFL-CIO remains concerned about the ability to monitor the legitimacy of do-
mestic and foreign offsets. The Boxer-Lieberman-Warner legislation recognized 
these concerns and took steps to assure their legitimacy. However, this bears fur-
ther examination. Project based international offsets may interfere with the adop-
tion of a systematic carbon emission regime in the Nation selling the offsets. Addi-
tionally, offsets must be both verifiable and there must be enforcement mechanisms 
in place to assure that investments into allowable offsets actually result in the re-
ductions of green house gasses. 

The idea should be to use these tools to help a firm balance that transition, but 
not to avoid making needed industry investments. The need for flexibility in the use 
of offsets and international allowances should be tempered with requirements that 
the purchasers must also be making progress with domestic investments to improve 
carbon emission performance. This needs to be made explicit in the legislation. 

ENERGY INTENSIVE INDUSTRIES 

There is far too little known about the impact of a cap-and-trade program on en-
ergy intensive industries such as steel, aluminum, paper, chemicals, airlines and 
others. The AFL-CIO has raised this issue consistently through the stakeholder 
process on the Senate bills. The Federation encouraged a set of economic impact 
studies that the National Commission on Energy Policy has commissioned for the 
steel, aluminum, paper, and chemical industries. These will be finished within the 
next few weeks. The Boxer-Lieberman-Warner legislation recognized this concern by 
making additional free allocations of allowances available for these sectors. The 
NCEP studies will be a valuable source of data to help inform future decision-mak-
ing. 

There needs to be additional analysis of the economic impact on other sectors such 
as the aviation industry. The Airline Pilots Association points out the acute situa-
tion of this sector and its price sensitivity. Record fuel prices have wreaked havoc 
on the airline sector with four air carriers having ceased operations and more than 
9,000 airline employees having lost their jobs this year and thousands more facing 
furlough this fall. The industry like others has a record of accomplishments in re-
ducing GHG and conserving fuel, but fuel costs, industry consolidation, and a weak-
ening economy will continue to threaten our national aviation system for the fore-
seeable future. Congress needs to be better informed on the impact of cap and trade 
and performance of energy intensive industries so that these factors can be taken 
into consideration when crafting legislation. 

INTERNATIONAL ASPECTS: THE NEED FOR A GLOBAL SOLUTION 

The inclusion of an international section in the Boxer-Lieberman-Warner, Binga-
man-Specter, and Markey bills to assure that our industries and workers are not 
put at a competitive disadvantage with our trading partners is an important step 
forward. The Waxman bill does not address this concern. It has been a critical issue 
for our support of any legislation. The AFL-CIO believes that having a dynamic and 
healthy industrial base is in the best interest of the Nation and we must do our 
best to cut our carbon emissions. However, this cannot be a go it alone proposition. 

The participation of developing nations is critical to solving this problem, while 
assuring the competitiveness of U.S.-based manufacturing. Mexico and Brazil ac-
count for more than half the emissions from Central and South America. Deforest-
ation is estimated to account for 20–30 percent of carbon emissions with the burning 
of forests in the Amazon basin acting as a major contributor. 

In 2007 China passed the United States in carbon emissions. They have a new 
‘‘1950’s technology’’ coal plant coming online every week with 500 plants being 
planned. They are dirty but cheap to build. Unabated, by 2030 China’s emission will 
grow 139 percent and make up 26 percent of the world’s total. They and other major 
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developing nations must be part of the solution or everything we the EU and other 
nations do to cut carbon emissions will be for naught. 

There is a second economic implication of the non-participation of these nations. 
China and other rapidly developing countries are already a magnet for manufactur-
ers seeking to avoid labor, environmental, currency, and other standards. Seventy 
percent of China’s foreign direct investment is in manufacturing, with heavy con-
centration in export-oriented companies and advanced technology sectors. Much of 
this energy resource will be dedicated to China’s manufacturing export platforms, 
which already account for nearly 40 percent of Chinese GDP. 

To put it bluntly, it is not in our national interest to see our efforts to reduce car-
bon emissions become yet another advantage that a developing nation uses to at-
tract business. However, it is in our interest and the worlds interest to have devel-
oping nations become part of the solution because the problem cannot be solved 
without them. 

While we applaud the inclusion of international language in the Senate and Mar-
key bills there is more that can be done to strengthen them. For example, the cov-
erage should include more finished products. The AFL-CIO stands ready to work 
with Congress to address the critical issue of international competitiveness. 

FEDERAL AND STATE ISSUES 

Many states have enacted or are considering measures to reduce greenhouse gas 
emissions. This includes state or regional cap-and-trade programs, performance or 
efficiency standards relating to autos, utilities, fuels and other sectors covered under 
the cap in the federal legislation, as well as, initiatives in areas outside of the cap 
(e.g. building codes, conservation, transportation planning). 

The Boxer-Lieberman-Warner, Markey and Waxman bills all preserve existing 
state authority to regulate greenhouse gases. However, the Boxer-Lieberman-War-
ner and Markey bills also supersede pending litigation over the scope of that author-
ity, and make it clear that California and other states may regulate auto CO2 tail-
pipe emissions. In addition, the Boxer-Lieberman-Warner, Markey and Waxman 
bills all fail to deal with the important issue of how state climate change meas-
ures—whatever their scope—will interface with the federal cap-and-trade program 

In exchange for the establishment of the federal cap-and-trade program, the states 
should be pre-empted from having state or regional cap-and-trade programs affect-
ing the sectors covered under Federal legislation. This would prohibit state pro-
grams that cap emissions from the electric power, transportation or industrial sec-
tors, or require the purchase, sale or retirement of allowances in these sectors. This 
is necessary to prevent regulated entities from having to submit duplicative allow-
ances for the same ton of carbon, and to establish a level national playing field for 
an economy-wide emissions trading program. 

The Federal cap-and-trade program should be the exclusive Federal authority for 
dealing with greenhouse gas emissions from those sectors covered under the cap. 
This is necessary to prevent EPA from issuing regulations that impact these sectors 
and have the effect of overriding the decisions made by Congress in the cap-and- 
trade program concerning the stringency of the federal cap, the point of regulation, 
and the distribution of economic burdens. EPA should retain any existing authority 
it may now have under the Clean Air Act to regulate in sectors that are outside 
the cap. 

CONCLUSION 

The AFL-CIO believes climate change is both a crisis and an opportunity for our 
nation. By taking the right legislative steps—timelines, standards and a safety 
valve sensitive to the economic impacts on business, workers and communities, as-
suring that our investments capture the intellectual property of cutting edge tech-
nology, by producing these new technologies and goods domestically, and engaging 
the developing world in the solution -- we can have a cleaner planet, greater energy 
efficiency and a revitalized manufacturing base. 

The Federation looks forward to working with Congress to achieve these goals. 

SUMMARY 

The AFL-CIO believes it is time for our Nation to take bold steps to meet the 21st 
century challenges related to climate change. We support a new environmental eco-
nomic development policy with a balanced approach that ensures diverse, abundant, 
affordable energy supplies, creates good jobs for America’s workers and improves the 
environment. We support a cap and trade program that is transparent, economy- 
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wide with timetables and standards sensitive to development and deployment of 
new technology. 

Investments from cap-and-trade should be based on a set of economic development 
principles: domestic investment of auction proceeds, job creation, capturing cutting- 
edge technologies and discouraging offshoring. These investments need to be sup-
ported by an international component that provides both incentives and a border 
mechanism enforced through a trade regime. And, there must be adequate resources 
for displaced workers and their communities and for low and moderate-income fami-
lies. 

The AFL-CIO supports a robust investment portfolio that includes: carbon capture 
and sequestration technology (CCS), advanced technology vehicles, renewable en-
ergy and biomass, electric grid modernization, relief for low- and moderate-income 
families, worker, and community transition, worker training and more. There is an 
immediate need for investment in CCS technology. We applaud the Carbon Capture 
and Storage Early Deployment Act by Chairman Boucher. In the short term, there 
are a wide variety of options for emissions reduction that can help bridge the tech-
nology gap: modernization of the electrical grid, building retrofits, home weatheriza-
tion, improved mass transit, and the renewable energy and biofuels initiatives al-
ready underway. 

The Federation supported the caps and timetables in Bingaman-Specter. The 
other bills are more stringent and fail to recognize the technology gap that exists 
especially in the 2020 timeframe. This can trigger fuel switching. Also, we support 
a limited market approach with price control mechanisms, i.e., the safety valve in 
Bingaman-Specter. The Boxer-Lieberman-Warner legislation offered an alternative 
approach. 

The Federation recommends a regulated and restricted trading system. We re-
main deeply troubled with a simple market-only approach that is open to specula-
tion and windfall profits by individuals and entities like hedge funds. In addition, 
the use of offsets and international allowances needs to be approached with caution 
so that the outcomes sought for the long run, a cleaner planet, and viable competi-
tive domestic industries, are achieved 

Congress needs to be better informed on the impact of cap and trade and perform-
ance of energy intensive industries. The inclusion of international language in the 
Boxer-Lieberman-Warner, Bingaman-Specter, and Markey is an important step for-
ward in addressing part of that concern but additional steps are needed. Congress 
also needs to take action to address the conflict between State and Federal cap and 
trade programs. 

The AFL-CIO believes climate change is both a crisis and an opportunity for our 
nation. The Federation looks forward to working with Congress on this landmark 
legislation. 

Mr. BOUCHER. Thank you very much, Mr. Baugh. 
Ms. Figdor. 

STATEMENT OF EMILY FIGDOR, DIRECTOR, FEDERAL GLOBAL 
WARMING PROGRAM, ENVIRONMENT AMERICA 

Ms. FIGDOR. Thank you for the opportunity to share my views re-
garding these legislative proposals. My name is Emily Figdor and 
I am the director of the Federal Global Warming Program at Envi-
ronment America. Environment America is the new home of U.S. 
PIRG’s environmental work. We are a federation of State-based, 
citizen-funded environmental advocacy organizations. 

My testimony today outlines three principles for strong, effective 
and fair global warming legislation and provides an overview of 
how well five major House and Senate bills fulfill those principles. 

Twenty years ago this summer, NASA scientist James Hansen 
appeared before Congress for the first time to warn the American 
people of the dangers posed by global warming. Today thousands 
of families in the Midwest are struggling to recover from dev-
astating floods. The extreme rainstorms that caused those floods 
have become more common over the last 60 years and scientists 
predict they will become even more common in a warming world. 
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These events remind us that inaction has consequences. It is vital, 
therefore, that we listen to what scientists are telling us today. 
They say that the United States and the world must begin reduc-
ing global warming pollution now and achieve steep reductions 
soon if we hope to avoid the most catastrophic impacts of global 
warming. 

While achieving these reductions is a challenge of historic scale, 
the United States has the energy efficiency and renewable energy 
technologies to reduce emissions. A 2006 Environment America 
analysis found that the United States could reduce its emissions by 
nearly 20 percent by 2020 by taking just five technologically fea-
sible steps to improve energy efficiency and use more renewable en-
ergy, and these solutions would also make America more energy 
independent, reinvigorate our economy and create good, new jobs 
here at home. 

To get us there, Congress must pass global warming legislation 
that fulfills three principles. First, the legislation must be strong 
enough to get the job done, meaning that it must be able to deliver 
the domestic emission reductions that science tells us are necessary 
to prevent the worst effects of global warming. That means reduc-
ing total U.S. global warming emissions by at least 15 to 20 per-
cent by 2020 and by at least 80 percent by 2050. Second, the legis-
lation must accelerate the transition to clean energy economy. Cap-
ping global warming pollution while subsidizing polluters is like 
gunning the engine of a car while riding the brake. By contrast, 
smart climate policies that pair a carbon cap with investments in 
clean energy technology and infrastructure can shift America’s en-
ergy transition into high gear. Finally, the legislation must maxi-
mize the benefits of our investments in clean technologies and min-
imize societal costs. 

Any response to global warming will have an impact on Amer-
ican families. All Americans will benefit from a cleaner and more 
efficient economy that is less dependent on foreign oil. But some 
families may also experience increased burdens. It is important 
therefore that any climate policy is designed to maximize the bene-
fits American families will reap in terms of cleaner air, improved 
energy efficiency and greater energy independence and minimize 
the costly experience in terms of higher energy bills. Studies in-
cluding one released just yesterday by CBO show that auctioning 
emission allowances and returning some or all of the auction rev-
enue to the American people reduces the societal cost of the cap- 
and-trade program. By auctioning allowances, we can assure that 
precious dollars are not siphoned away to unjustly pad the profits 
of Big Oil and other fossil fuel industries. At the same time, we can 
redirect those dollars towards the achievement of two very impor-
tant goals: helping Americans make the transition to a clean en-
ergy economy and making that transition easier by returning some 
of the money to Americans who face the greatest burden from en-
ergy costs. 

Turning to the legislation before us today, Congressman Wax-
man’s Safe Climate Act and Congressman Markey’s ICAP bill meet 
these three principles for strong, effective and fair climate legisla-
tion. Unfortunately, the Senate bills do not. First and foremost, the 
Senate bills would not achieve the degree of emission reductions 
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demanded by the science. Two of the bills have weak emission re-
duction targets and all three include mechanisms that undermine 
the ability of the legislation to achieve their targets. These mecha-
nisms include a price cap, a cost containment auction and large- 
scale offset programs. These mechanisms are designed to contain 
costs. However, there are other ways to contain costs in cap-and- 
trade programs that will enhance rather than jeopardize the envi-
ronmental integrity of the legislation. An analysis conducted for 
the Regional Greenhouse Gas Initiative shows that increasing in-
vestments in energy efficiency can significantly reduce allowance 
price as well as overall increases in energy prices that result from 
the cap-and-trade program. Legislation that incorporates improved 
energy efficiency standards, the removal of non-market barriers to 
energy efficiency improvements and vigorous financial support for 
energy efficiency would reduce compliance costs while preserving 
the program’s environmental integrity. 

Thank you for the opportunity to present these views today. I 
look forward to working with the subcommittee and the full com-
mittee to craft strong, effective and fair global warming legislation. 

[The prepared statement of Ms. Figdor follows:] 
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Mr. BOUCHER. Thank you very much, Ms. Figdor. 
Mr. Grumet. 

STATEMENT OF JASON S. GRUMET, EXECUTIVE DIRECTOR, 
NATIONAL COMMISSION ON ENERGY POLICY 

Mr. GRUMET. Thank you very much, Chairman Boucher, Ranking 
Member Upton and Mr. Barton. On behalf of the National Commis-
sion of Energy Policy, I appreciate the opportunity to be here with 
you today and I appreciate the three of you sticking with us. It is 
a testament to your commitment to this tough discussion. 

Mr. Chairman, in 2001, the National Commission on Energy Pol-
icy brought together a group of 20 diverse leaders, diverse both in 
expertise, in ideology and political history. We brought together an 
aggressively bipartisan group of leaders from the energy industry, 
from organized labor, leaders in the environmental advocacy, con-
sumer advocacy communities and officials from the past three Ad-
ministrations, and our goal was simple. It was to develop a set of 
principled, detailed, and pragmatic compromises across the energy 
policy debate. On climate change, as you can imagine, we had some 
spirited, at times contentious discussions but I was pleased that in 
December of 2004 we were able to release a set of recommenda-
tions which were unanimous. Our group concluded that the prob-
lem was real and that there was an imperative to act. We also con-
cluded that it was possible, in fact, to develop a well-designed pro-
gram that had a mandatory economy-wide cap on greenhouse gas 
emissions that would achieve our environmental imperatives while 
at the same time accelerating necessary technology and protecting 
the economy. We elaborated those recommendations in a report in 
2004 and updated recommendations in 2007, and we have appre-
ciated the interest of this committee in our work to date. 

Mr. Chairman, the differing views reflected here today are evi-
dence of the work that we have yet to do. At the same time, the 
work of this committee, the bills before this testimony and the tes-
timony that I think we have all heard is a sign of some optimism 
because it reveals that there is a growing center of gravity around 
a number of key themes. I believe that we see that the discussion 
is moving towards support for an economy-wide cap that is up-
stream in the energy food chain and that targets investments to 
clean technologies and towards consumer protection. I also believe 
it is clear that we are going to have to have a program that limits 
costs and links the actions of the United States to what happens 
in the rest of the world. 

I want to commend Chairman Dingell and his staff and staff of 
the committee for the white papers on costs, on international com-
petitiveness and on the Federal-State relationship because we on 
the Energy Commission believe that these in fact are the three key 
issues that are going to have to be resolved in order to build the 
kind of bipartisan consensus that we need for action, and I guess 
I would like to just follow the lead of the committee and try to tele-
graph where we see some of the kernels of optimism for the kinds 
of principal compromise that we think are both possible and nec-
essary. 

Mr. Chairman, first on cost, while acknowledging the problem, 
there are some who still would argue that we should solve this 
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problem at no cost. There are others who argue that the imperative 
is so great that we should do whatever is necessary regardless of 
cost. I think our commission believes, and it is, I think, a rather 
obvious conclusion, that of course there has to be a middle ground, 
a middle ground that allows the market to work, that creates real 
incentives for the economy to innovate but that provides predict-
able and transparent costs at the outset of a program. Within our 
organization and our commission, we found very sincere and intel-
ligent people reach incredibly distinct and different positions on the 
expected costs of climate action based on a number of reasonable 
and different assumptions. We found after a year of having ‘‘my 
modeler is smarter than your modeler’’ discussions, there was a 
better way forward and it was a way that allowed people to have 
their disagreements and still in fact advance a mandatory program. 
It was to have an agreement that didn’t at the end of the day re-
quire one side to say trust me to the other side. We think that a 
safety valve is the most transparent and obvious way to do that. 
We have worked with folks in the Senate to find other mechanisms 
that we think can provide the same kind of predictable and trans-
parent cost containment and we believe that it is going to have to 
be part of the ultimate solution. 

On the important issue of international competitiveness, the 
entry points in this discussion, I think, are well known. They are 
a decade old. It is the Kyoto fight. It is the on one hand, America, 
go fix it, and on the other hand, let us wait to be led by others. 
Again, of course, this is not where the solution lies. The Energy 
Commission recognizes that this is global warming and not Amer-
ican warming. We recognize that we cannot afford to design a pro-
gram that is going to export jobs and import carbon. We have to 
link what we do here in the United States to what happens or 
doesn’t happen in the rest of the world. 

At the same time, the story of our country is not waiting to be 
led by others to solve problems that we believe are real. We believe 
this problem is real and we believe the U.S. is going to have to 
take real action. The solution, we believe, is a combination of posi-
tive incentives for technology investment, both here and overseas, 
and countervailing trade measures that will ensure that if other 
major nations, major emitters and trade partners, do not take in 
fact real action, that there will be consequences. We are, I think, 
appreciate of the work that our friends in organized labor have 
done along these lines and think that this provides a pathway for 
future discussion. 

Finally, on the question of the great federal republic in which we 
live, the relationship between Federal Government and States in 
solving this problem again, the outlines of the debates are simple. 
Some would argue that Federal action has to provide a complete 
and total preemption of all State activities, otherwise chaos would 
reign. Others say that because of States’ rights, States should be 
able to do whatever in fact they want and have what would ulti-
mately be duplicative regulation. Of course, the answer is some-
where in the middle. We believe that there has to be and is a path 
forward that would acknowledge the leadership that States have 
taken to date that provides both tolerance and incentives for States 
to take on complimentary efforts that achieve energy efficiency and 
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address what they have unique ability to do, but ensure that State 
efforts do not create a muddle of currencies. We have to have a con-
sistency across the program that allows for a single national cur-
rency for the market to function if we are going to protect the envi-
ronment and protect the economy. 

So let me just close with one more point of optimism and that 
is to recognize that this committee has quite a history of both full- 
throated and active debate but also tackling incredibly complicated 
issues like the Clean Air Act and bringing forth a compromise that 
not only has the substantive integrity but the political pragmatism 
to move the legislation. It is that kind of leadership that we are 
going to have to rely on here. The National Commission on Energy 
Policy, our parent organization, the Bipartisan Policy Center, is 
eager to continue to work with you as a resource along the way. 

Thank you for your time. 
[The prepared statement of Mr. Grumet follows:] 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00256 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS



249 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00257 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
69

 h
er

e 
56

98
0.

16
9



250 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00258 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
70

 h
er

e 
56

98
0.

17
0



251 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00259 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
71

 h
er

e 
56

98
0.

17
1



252 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00260 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
72

 h
er

e 
56

98
0.

17
2



253 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00261 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
73

 h
er

e 
56

98
0.

17
3



254 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00262 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
74

 h
er

e 
56

98
0.

17
4



255 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00263 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
75

 h
er

e 
56

98
0.

17
5



256 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00264 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
76

 h
er

e 
56

98
0.

17
6



257 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00265 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS In
se

rt
 o

ffs
et

 fo
lio

 1
77

 h
er

e 
56

98
0.

17
7



258 

Mr. BOUCHER. Thank you very much, Mr. Grumet. 
Mr. Scott. 

STATEMENT OF DOUGLAS SCOTT, DIRECTOR, ILLINOIS 
ENVIRONMENTAL PROTECTION AGENCY 

Mr. SCOTT. Thank you very much, Chairman Boucher, Ranking 
Member Upton, Ranking Member Barton, Congressman Burgess. 
My name is Doug Scott. I am director of the Illinois Environmental 
Protection Agency. On behalf of Governor Blagojevich, I appreciate 
the opportunity to speak to you today, and let me also add my 
thanks for the work that this committee has done and will continue 
to do, not just today but the white papers have been very good 
about teeing up a lot of the issues that all of us are facing, so we 
appreciate that. 

I have had the opportunity in my position to work on this issue 
from a number of different perspectives. First, in Illinois, we stud-
ied the issue. I chaired a taskforce that made 24 separate rec-
ommendations to the governor as to how we could reduce green-
house gas emissions in Illinois back to 1990 levels by the year 
2020. I have served as vice chairman of the Climate Registry, 
which is 39 States, nine Canadian provinces, six Mexican states 
and three Native American tribes which have gotten together 
working on developing and have developed a voluntary protocol for 
greenhouse gas registry and now we are working on coordinating 
that with States that have mandatory reporting jurisdictions as 
well. I chair the Air Committee for the Environmental Council of 
the States, which has passed a resolution on this very issue about 
the States’ role in federal climate legislation. Illinois is part of the 
Midwestern Governors’ Association Greenhouse Gas Accord. Six 
Midwestern States and the province of Manitoba are working to de-
velop right now a Midwestern cap-and-trade program similar to the 
initiatives going on with the Western Climate Initiative and the 
Regional Greenhouse Gas Initiative, and finally, Illinois was one of 
18 signatories to the Governors’ Declaration on Climate Change, 
which was presented 2 months ago at Yale University, and that 
document sets forth some guiding principles to help develop a State 
and federal partnership on climate change. 

I set all those initiatives out just as a way of trying to dem-
onstrate all of the commitments that States are making towards 
addressing this issue and have been making for some time, but 
rather than all of those things being at odds with each other, there 
actually are some fairly unifying principles through all of those dif-
ferent organizations. 

First is the assertion that there needs to be a meaningful green-
house gas emission reduction plan, and for it be effective, States 
will have to play a major partnership role with the Federal Govern-
ment, an that role also needs to be carefully and robustly delin-
eated in whatever legislation comes from Washington. There is the 
practical necessity of having States implement pieces of the pro-
gram, whether that is permitting or monitoring as we do in so 
many other major environmental policies, and the reality that 
States and localities are uniquely situated to best implement por-
tions of plans. Things like renewable portfolio standards, land use 
and building codes come to mind. But in addition, there is also the 
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realization, and we have heard it expressed already today, that fed-
eral cap-and-trade legislation by itself may not go far enough to 
reach the levels of reductions that are ultimately needed. States 
will be in the position to implement complementary programs to 
help provide further reductions. 

But beyond that, States have been working on this issue, some 
of them for years, and have already developed programs that are 
working to provide significant reductions. In addition, the debate 
on the Senate floor 2 weeks ago highlighted issues and we have 
heard a lot of them here today as well that have already been stud-
ied in a lot of the States. Many of us have researched what reduc-
tion strategies mean to us, to our economies, to our employment 
outlook, and all of this information we believe can help inform and 
shape the federal debate. For example, in Illinois, modeling done 
in conjunction with our climate change advisory group dem-
onstrated that implementing a comprehensive set of reduction 
strategies could actually provide economic gains as compared to a 
business-as-usual strategy. 

And second, because there has been and continues to be so much 
effort by the States and regions, national policy should reward that 
early action and provide incentives to promote future State innova-
tion and action. As a manner of achieving this goal, funding that 
results from revenues raised through a cap-and-trade system 
should in part be directed towards specifically targeted objectives 
that result in greenhouse gas reductions, be they implemented 
through the States or through the Federal Government. 

Third, funding for new and innovative technologies is critical. In 
Illinois, we have had the experience of dealing with FutureGen, a 
project that we worked very hard to advance, only to have the 
funding pulled by DOE after a location in Illinois was selected for 
construction. We obviously continue to be strong supporters of that 
project and we are supportive of funding being targeted to help 
bring new technologies to commercial application. For instance, we 
have permitted an IGCC plan in Illinois that is capable of carbon 
capture and sequestration but to have commercial viability, there 
are other incentives that are going to be necessary, and I appre-
ciate the work, Chairman Boucher, that you have done in recog-
nizing that and introducing your legislation along with many co-
sponsors to provide a mechanism to fund innovative technologies. 

Fourth, we believe a federal program should utilize the work of 
the Climate Registry in developing a national greenhouse gas reg-
istry, and finally, legislation should acknowledge the ability of the 
States to go beyond federal requirements, a framework that has 
served us well in numerous major initiatives including the Clean 
Air Act and the Clean Water Act. We believe that this can be ac-
complished without interfering with federal cap-and-trade pro-
grams and other important federal greenhouse gas strategies. For 
example, States are not interested, I don’t believe, in having dif-
ferent currencies for greenhouse gases nor are they interested in 
charging businesses twice for the same ton of greenhouse gas. 

I thank you for allowing me to share these thoughts. We have 
a tremendous opportunity to work together and do something his-
toric here, and I look forward to the opportunity to work with you. 
Thank you again. 
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[The prepared statement of Mr. Scott follows:] 
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Mr. BOUCHER. Thank you, Mr. Scott. 
Mr. Mullett. 

STATEMENT OF RANDAL MULLETT, VICE PRESIDENT, 
GOVERNMENT AFFAIRS, CON-WAY, INC. 

Mr. MULLETT. Thank you, Mr. Chairman. My name is Randal 
Mullett. I am a vice president with Con-way. It is a $4.7 billion 
trucking and logistics company. We employ 30,000 people at nearly 
500 locations across the United States. We operate 11,000 tractors, 
40,000 trailers, and we run about a billion miles every year on the 
Nation’s highways and roads. Today I am also representing the 
American Trucking Association, where I serve as vice chair of their 
environmental and energy policy committee. 

While cap-and-trade continues to be the primary mechanism 
being discussed to promote carbon reductions, it is much more ef-
fective when applied to stationary sources rather than extremely 
diversified mobile sources such as trucking. We appreciate that the 
committee has taken the time to examine and address the unique-
ness of the transportation industry in its white paper, Scope of a 
cap-and-trade System. 

As you know, commercial trucks are used for goods movement, 
not pleasure. There are very few discretionary miles. We are very 
concerned about the effect that any cap-and-trade system will have 
on our ability to deliver the Nation’s freight. There are no commer-
cially viable hybrid line-haul trucks and truck fuel economy has re-
mained stagnant for some time, leaving us few options. ATA will 
be working closely with the U.S. DOT and the National Academy 
of Sciences in the evaluation of fuel economy and fuel efficiency 
standards as directed under the Energy Information Security Act 
of 2007. 

The trucking industry is concerned about what a cap-and-trade 
system will do to the price of fuel. At today’s diesel prices, it costs 
over $1,400 to refuel a typical truck. Over 1,000 trucking compa-
nies failed and over 10,000 independent operators, drivers and em-
ployees lost their jobs in the first quarter of this year alone, and 
there is a direct correlation between these failures and the price of 
fuel. Significant fuel cost increases resulting from cap-and-trade 
will only exacerbate this problem. 

The trucking industry also supports safeguards that ensure car-
bon regulations do not inadvertently disrupt fuel supplies for the 
commercial transportation sector. As you know, we cannot choose 
the fuel we use to transport goods and we cannot decouple eco-
nomic growth from the growth of freight transportation. If not an-
ticipated and safeguards not included in legislative proposals, a 
cap-and-trade on mobile sources could disrupt the amount of diesel 
fuel available to motor carriers. This may happen if the current 
mix of mid-level distillates that includes diesel fuel, jet fuel, home 
heating oil, and kerosene is changed or it lags behind demand or 
it is diverted to other uses. We fear that a cap-and-trade may also 
have the effect of reducing domestic refining capacity and shifting 
it to regions outside the country, further increasing costs, and put-
ting the supply of on-road diesel at risk. 

The trucking industry supports federal preemption of State, local 
and regional climate change laws to avert a regulatory patchwork 
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which would hamper the efficient delivery of the Nation’s goods. In 
the absence of federal guidance, other governmental entities are 
taking independent action. If federal preemption is not enabled, 
ATA would ask that the Congress exempt entities involved in the 
interstate transport of goods. 

The trucking industry is keenly aware of the need to find real 
solutions to reduce carbon emissions. We have recently unveiled a 
bold sustainability program that will have an immediate impact on 
the environment, reducing fuel consumption by 86 billion gallons 
and reducing the carbon footprint of all vehicles by nearly a billion 
tons over the next 10 years without restricting the deliver of the 
Nation’s goods or placing undue economic hardship and regulatory 
burden on the trucking industry. 

ATA’s recommendations set out real solutions, though low-tech, 
for our industry that are achievable today to significantly reduce 
greenhouse gas emissions. The six key recommendations set out in 
the ATA program are: enact a national 65-mile-an-hour speed limit 
and govern new truck speeds to 68 miles per hour, decrease idling, 
reduce highway congestion through highway infrastructure im-
provements, increase fuel efficiency through participation in EPA’s 
SmartWay programs, promote the use of more productive truck 
combinations, and support a national fuel economy standard for 
medium- and heavy-duty trucks. 

In closing, ATA requests that Congress consider funding research 
and development in the areas of new engine technologies, truck 
aerodynamics, low-carbon fuels, tires, batteries, hybrids, and other 
energy-saving technologies that are specific to the operation of line- 
haul trucks. Technology advancements have been stalled for many 
years and an infusion of funding incentives is critical to developing 
the next generation of more efficient and lower- carbon-emitting 
trucks. We as an industry look forward to working with you to help 
reduce our carbon footprint. Thank you. 

[The prepared statement of Mr. Mullett follows:] 
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Mr. BOUCHER. Thank you very much, Mr. Mullett, and the com-
mittee’s thanks to all of the witnesses for their testimony this 
afternoon. 

Mr. Baugh, let me begin with you, and thank you first of all for 
the endorsements you provided a few moments ago for the special 
fund that Mr. Upton and I and several other members, Mr. Barton, 
are proposing in order to accelerate the arrival of carbon capture 
and sequestration technologies. We appreciate very much that 
strong statement of support and your assistance with that. It will 
be most welcome. 

I want to question you for a moment about the statements you 
made during your testimony about that critical early schedule for 
taking greenhouse gas reductions and the time frame in question 
is the time between the effective date of the legislation and the 
time when carbon capture and sequestration technologies become 
available. During that time frame, if the schedule for required re-
ductions is too rapid and too severe, coal-fired electric utilities 
would have no way to meet that schedule through regular cost con-
tainment mechanisms. They could not meet it by installing effi-
ciency or by purchasing credits or offsets, borrowing from the fu-
ture or other similar kinds of means. If they were forced because 
of a very rapid required schedule for reductions to stop using coal, 
they would naturally default to the next cheapest fuel, which is 
natural gas, and in your testimony you talk about economic disloca-
tion that would occur rather broadly across the country should that 
fuel switch occur, and my question to you is whether or not you 
have done any estimates of job losses that might come in the man-
ufacturing sector or perhaps other sectors of the economy where 
you have an opportunity to represent the workers that might hap-
pen if that schedule in the early years is too severe and dramatic 
fuel switching from coal to natural gas takes place. 

Mr. BAUGH. Mr. Chairman, no, we have not. We have worked, as 
I said, with the National Commission on Energy Policy and urged 
them, and they have done so to look at the impact of this on en-
ergy-intensive industries, of how cap-and-trade impacts that. I 
think the point is that we are concerned about the fuel switching. 
I mean, we believe CCS is a viable technology and we really need 
to move it and we need to speed up the timeline as much as pos-
sible but everything I hear from the science and the industry and 
looking at it says that chart we saw earlier really reflects that it 
won’t—2020, 2025 is when you can get to the era of mass deploy-
ment and it just doesn’t match up with these. We don’t want to 
trigger the fuel switching. That has other cost consequences in and 
of itself. We have not done any estimates, and I am not making 
claims about the displacement of workers or industries relating to 
it but that is not an answer in terms of where we need to go to 
solve this problem. 

Mr. BOUCHER. I noticed that from your testimony that you are 
working, I think, with Mr. Grumet on a series of economic studies. 
What do those studies target? Are they targeting what happens in 
the absence of proper border adjustments? Are they targeting the 
effect on jobs in the United States of various cap-and-trade sce-
narios? What are the questions you are asking in your studies? 

VerDate Nov 24 2008 12:34 Jan 06, 2011 Jkt 037690 PO 00000 Frm 00295 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS\110-130 CHRIS



288 

Mr. BAUGH. I don’t want to speak for Mr. Grumet. They are real-
ly his studies. 

Mr. BOUCHER. Oh, all right. 
Mr. BAUGH. But I know what we were trying to get when we 

began to ask, we said we really—there has been so much talk 
about the impacts of this legislation and we really looked around 
and found very little information in terms of how it affects these 
energy-intensive industries, and there is more than four but we 
looked at four big ones. The four that happen to be mentioned in 
the international trade component of the language as it turns out 
is energy-intensive industries. We really wanted to understand var-
ious scenarios of cap-and-trade and how it may impact those. What 
is the job impact, will it lead it displacement, will these industries 
remain competitive, some fundamental questions. 

Mr. BOUCHER. All right. Mr. Grumet, do you know when those 
studies might be forthcoming and can you tell us if you intend to 
make any recommendations for the Congress based on them? 

Mr. GRUMET. I appreciate Bob’s confidence that they will be 
ready in a couple of weeks. I hope he is correct, and of course, we 
would be eager to share those with you. These studies are not ex-
plicitly focused on making policy recommendations. I think Bob 
laid out—the question is right, and that is, I think we all recognize 
that sound carbon policy has to make sure that we are not in fact, 
as we said, exporting jobs and importing carbon, and so the first 
question is, well, what would the impacts actually be on inter-
nationally competitive energy-intensive industries? I think there is 
a lot of anxiety about that but there wasn’t a lot of data about it, 
and so we are working together to really try to drill down some of 
these key industries and understand what is in fact the actual 
magnitude of those competitive impacts, and then the second desire 
is to figure out, well, what could you do about them because I think 
in almost all of the legislation, there is a shared sense that these 
are serious issues that have to be attended to and there are oppor-
tunities by targeting allowances to those industries to ameliorate 
those cost impacts, so the desire is to figure out how much that is 
and how to move those resources. 

Mr. BOUCHER. Thank you, Mr. Grumet. 
Dr. Felmy, if I may, I would like to question you for a moment 

about your statement, I think in your prepared written testimony, 
about the number of allowances as a percent of the total assigned 
in one of the Senate bills, and I presume it was Lieberman-Warner 
that you were analyzing, to the petroleum sector and potentially 
also to the natural gas sector, and I think the number that you 
used was 3 percent of the nationwide total being targeted towards 
you. Do you know if that 3 percent represented allowances that 
were assigned to you based on your stationary source emissions, 
that would be refinery emissions, or were these allowances both for 
your stationary sources and also for the fuel that contains the car-
bon which is then sold downstream? Is it one of those or both of 
those? 

Mr. FELMY. Mr. Chairman, it was both of them. 
Mr. BOUCHER. And so what do you think an appropriate level of 

allocation would be given the emissions that today emanate from 
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refineries and also are contained in the carbon that would be sold 
downstream? 

Mr. FELMY. Well, I think that the answer to that I can’t give you 
but what I would propose is that as we go forward on this, that 
we develop an equitable amount of allowances. Of course, we as 
one industry cannot call the tune for everyone and so as the proc-
ess goes forward, we would propose that it would be equitable 
across all industries, just in terms of equity across all areas and 
so on should also be considered. 

Mr. BOUCHER. Do you happen to know what percent of the total 
CO2 emissions arises from refinery operations? 

Mr. FELMY. I believe it is roughly about 200 million tons from 
refinery operations. Total industry emissions are roughly about 2 
billion tons out of the total of roughly 6 billion tons for the total 
economy. 

Mr. BOUCHER. OK. So do the math for me. Is 3 percent compen-
satory to you for that or not? 

Mr. FELMY. In terms of the refinery operations, 200 divided by 
6,000 gets you roughly on the order of about 3 percent for just the 
refinery operations. 

Mr. BOUCHER. So it sounds like that 3 percent was really tar-
geted for your stationary source emissions? 

Mr. FELMY. That is entirely possible. I am not sure how it is de-
veloped, Mr. Chairman. 

Mr. BOUCHER. All right. My time is expired. Thank you very 
much. 

Mr. Upton from Michigan. 
Mr. UPTON. Thank you, Mr. Chairman. I appreciate everyone’s 

testimony. 
Mr. Mullett, I just want to say a couple things at the start, and 

that is, I sat down with some of my truckers this last week and 
I am very concerned about them but also the people that work for 
them because they are losing their jobs and particularly in rural 
areas. It is really tough. I have got a number of counties and often 
you will see an independent operator, maybe it is just him or her 
and that truck is just parked along the side. I was one that sup-
ported an increase in CAFE, and that was a pretty tough vote com-
ing from Michigan, but at the same time, I said I don’t want it to 
be an unfunded mandate, that we need to help the industry. In 
fact, I hope that we might have a hearing later on this year, maybe 
this fall, when things perhaps shut down a little bit on the House 
floor in terms of how the industry is going to meet those targets 
as they struggle to do that. It is one of the ideas that Mr. Boucher 
has, Boucher and myself and Mr. Barton and Shimkus and others 
with the Carbon Capture, Storage Early Deployment Act. We are 
going to try to help the industry get there in terms of offering an 
actual fund where we can capture this carbon and really help and 
I want to see that happen with the auto industry. I have Eaton in 
my district, and they are doing a terrific job at develop some hybrid 
technology, and when I went out there last summer, we brought 
the secretary of EPA and the administrator, or the administrator 
rather of EPA, and literally we found that the technology that they 
have now can save the average UPS truck 1,000 gallons that they 
don’t have to use just on the idling technology and other things and 
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I would like to think that whether it be this committee or Ways 
and Means, we can help with legislation to promote that, to help 
the industry, and I would just urge you to talk to your colleagues 
at ATA to see what we can do. We think it is a bipartisan bill to 
try and push those incentives so you don’t have those unfunded 
mandates as we struggle with these prices that clearly are not 
going to be going down. I just was struck by that in your testimony 
about all the truckers, literally 10,000 operations that are out of 
work just this year because of the increase. 

Mr. Felmy, how does the environmental regulations on domestic 
refineries compare to refineries overseas or not in this country? I 
have been to a couple refineries in Texas and other places. We have 
one close to my district. It is in Peter Visclosky’s district in Whit-
ing, Indiana. There is another one in Toledo, Ohio, close to Michi-
gan. How do those refineries in terms of the regulations overseas 
compare to the United States? 

Mr. FELMY. Well, there are two aspects of that. First of all is the 
environmental regulations of the facilities themselves in terms of 
emissions, and I have no personal experience with one refinery 
versus over abroad but at least from suggestions that we have very 
rigorous environmental regulations, we have continually reduced 
emissions from our refineries, and then the second aspect is in 
terms of the fuels coming out of the facilities, and our fuels are 
very clean compared to the rest of the world, very low-sulfur gaso-
line, ultra low-sulfur diesel, which we are at 15 parts per million, 
for example, and Europe is 50. You know, and so the investments 
that we made for the last 10 years for the refinery system alone 
are about $55 billion for reduced emissions. 

Mr. UPTON. But are we doing a much better job in terms of fewer 
emissions, having cleaner emissions than—— 

Mr. FELMY. I really can’t—— 
Mr. UPTON. I think Aruba has the largest refinery. Is that right, 

largest operating refinery in the world? Is it not in Aruba? 
Mr. FELMY. That is entirely possible. It is very large. I can’t give 

you a definitive answer in terms of the specific emissions rates and 
so on to be able to give you a quantitative comparison. 

Mr. UPTON. Well, because in your testimony you state that the 
cap-and-trade bills would send perhaps as much as 17 percent of 
our refinery capacity overseas, so I have to believe that that will 
have an impact, be transferring that carbon emission from here to 
someplace else and they won’t have the same technology that we 
impose on ourselves and in fact you would increase then at the end 
of the day the emissions by having a cap-and-trade system. 

Mr. FELMY. There is no question that could certainly happen. If 
you do export industry to areas with less environmental restric-
tions, that could be an outcome, and as you see from the study we 
had done by ICF, you see the reduction in refinery capacity in the 
United States. 

Mr. UPTON. My time is quickly winding down. I wanted to ask 
just a simple question of both Mr. Grumet and Ms. Figdor. Some-
thing that I care a lot about is the expansion of nuclear energy and 
I just to know where your organizations or your thoughts are as 
it relates to that. 
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Mr. GRUMET. I am not sure I would call that a simple question, 
sir, but I will give you a quick answer if I can. Nuclear energy—— 

Mr. UPTON. Yes is good. Yes is all—— 
Mr. GRUMET. Nuclear energy needs to be part of the mix going 

forward. It is 70 percent of our non-carbon energy. The Commission 
believes that there are some real challenges and that we have to 
have real effort to specifically address the issues associated with 
waste and proliferation and we think that we have to have as an 
aggressive effort there as we do with other non-carbon forms of en-
ergy. 

Mr. UPTON. Ms. Figdor? 
Ms. FIGDOR. We think there are many problems with nuclear 

power but one of them is the timing. It would take many years to 
get new nuclear power plants up and running when we need to 
make deep and real reductions in emissions now and so we need 
to invest in the technologies and reap the benefits from the tech-
nologies that are already available like energy efficiency and clean 
renewable energy. 

Mr. UPTON. I yield back. 
Mr. BOUCHER. Thank you very much, Mr. Upton. 
Mr. Matheson, if you are ready, we will recognize you for 5 min-

utes. 
Mr. MATHESON. Well, thank you, Mr. Chairman. I am sorry, I 

had a series of meetings where I had to step out for a few minutes. 
I hope you haven’t covered it too much already but I just wanted 
to raise the issue of international participation for a moment. I 
wanted to know, I have been focused on this issue because I am 
having trouble getting my arms around it, how we are going to 
make progress on this issue, and I am concerned about WTO 
issues. I am concerned about just practical issues, and I am won-
dering if any of you have comments to offer regarding the four leg-
islative proposals that have been put out there in terms of if they 
have realistic starting points in terms of addressing international 
participation in this issue. So I don’t direct that to anyone in par-
ticular but does anyone have comments on that? 

Mr. BAUGH. Mr. Chairman, I will take the question on since we 
are the ones that have been pushing hard for it. We believe it real-
ly is a starting point, and we supported the international legisla-
tion that appeared in the Bingaman-Specter bill. We worked 
through the changes of that that then appeared in the Boxer- 
Lieberman-Warner bill. The attorneys we worked with are the top 
environmental attorneys and trade attorneys in the country, and 
they assured us that it is WTO compliant. Now, we absolutely 
know that no matter what we do, there is going to be a WTO test 
of it, but from our point of view, we think these steps we have been 
taking are WTO compliant. There are additional suggestions that 
have come in that were being proposed in the Senate. They weren’t 
taken in the bill but I am certainly it is going to be discussed in 
the House, and we are willing to look at that. We are actually will-
ing to look at that and other means. I know Mr. Inslee has talked 
about an input-output solution that I have not really had the 
chance to examine—we haven’t had the chance to look at. We be-
lieve in redundancy but we strongly support international steps 
around that. We believe that it is compliant, and sort of the proof 
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in the pudding is, what we have proposed, the EU has actually 
threatened to implement on two occasions in the last year. The dis-
cussion is very live in Europe about it. They have a cap-and-trade 
program and they have had it in place 3 years, and basically the 
first rule for the WTO is that you have to be doing it to yourself 
before you can apply it to somebody else, and the proposal we put 
together mirrors that. It says OK, we have a cap-and-trade, we are 
asking other developed countries and others to participate. It is not 
going to be exactly the same but they have to have something com-
parable to do that, and if not, if they choose not to, then there 
would be a cost to that, and so it is exactly as the EU has talked 
about, employing that in the European Union it would actually 
apply to us because we don’t have a comparable system at this 
point. But I think that is something we have to do and we have 
to talk about these issues together. We can’t ignore them. It is 
very, very important. 

Mr. MATHESON. Does anybody else have any comment? 
Mr. GRUMET. Mr. Matheson, just to add to that a little bit, I 

think that going back now almost 20 years to the Rio Summit in 
1990, this notion of differentiated commitments was on the table 
and it was the idea that the developed world, the United States, 
was going to have to lead to the solution but we couldn’t be 
chumps, right? In other words, we can’t solve this problem without 
in fact a meaningful, equitable and efficient global program, and 
the framework that I think now is gathering appropriate momen-
tum is recognition that we are going to have to take a first step, 
a real step in this country. It is going to have to be measured. We 
are going to have to have certain constraints to make sure that we 
protect our economy as we move forward and there is going to be 
an inflection point, 7 years, 10 years out. In other words, the idea 
that Congress can legislate a trajectory for 4 years without a 
course correction, we don’t think is particularly realistic. We need 
to set a long-term goal but we have to acknowledge that we are 
going to take a first step, we are going to have to make sure that 
there are real incentives and both positive and negative incentives 
for other countries to join with us, and at a certain point several 
years in the future, we are going to have a gut check, not just as 
a country but as a world, are we going to solve this problem or not, 
and at that point that would be the point where we would believe 
that the kind of cost containment measures and others would be 
I think traded in for the kind of ultimate ecological endpoint but 
that is going to be contingent upon a president determining that 
all of our major trading partners are making in fact commensurate 
efforts to solve the problem. 

My last point I guess would be that it is the developing countries 
that are going to suffer the impacts of climate change, frankly, 
much more severely than we in the developed world. Our ability to 
adapt is much greater than that in China and other places. The 
leaders of those countries recognize that they have a real challenge 
here. 

Mr. MATHESON. Do you think the concept of a look-back or a gut 
check, as you called it, provision should be put in, not just for 
international participation but across the board on all aspects of 
climate change legislation? 
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Mr. GRUMET. I am not sure of—my view of what encompasses all 
aspects, I guess I am not certain—— 

Mr. MATHESON. Just whatever it is in the bill, should there be 
a requirement, a reauthorization, to see how things are going? I 
mean—— 

Mr. GRUMET. I think whether it is mandated or not, that will be 
the reality. Congress is going to have to be revisiting this decision 
and I think in a number of different bills there is an explicit re-
quirement for the president to make a determination. On the basis 
of that determination then a series of actions flow from it. I think 
that is the appropriate way to proceed. 

Mr. MATHESON. Thanks, Mr. Chairman. I will yield back. 
Mr. BOUCHER. Thank you, Mr. Matheson, a perfectly riveting set 

of questions. 
The gentleman from Texas, Mr. Barton, for 5 minutes. 
Mr. BARTON. Thank you. Mr. Chairman, looking around the 

room, seeing the membership present, I am tempted to ask consent 
to suspend the rules, ask the bills before us to be considered as 
read, considered en bloc, move the previous question and call for 
a 3-minute vote. I think we could dispose of this issue in a very 
timely fashion. But knowing that is not in the spirit of this hear-
ing, I am not going to do that. I do want to ask some questions. 

Mr. Baugh, you talked not directly but briefly in response to an 
answer to a question about the European cap-and-trade program. 
Are emissions going up or down in Europe because of that cap-and- 
trade program? 

Mr. BAUGH. The cap-and-trade program didn’t work, and I can 
tell you why. They did a footprint three times too large, they had 
too many emissions so that when it started off, the prices stayed 
low—— 

Mr. BARTON. All I need is the answer, which you gave me hon-
estly. 

Mr. BAUGH. It didn’t work. They have done a phase II reform 
they just implemented that is looking much more like what we are 
doing here and will have a footprint that is correct and will have 
a different outcome than the first time. 

Mr. BARTON. And so far it hasn’t worked. I will give you a chance 
to—do you think these changes that they are going to implement 
will make it work? 

Mr. BAUGH. I think yes, I already believe it is having an impact 
to make it work differently. We have actually cautioned them not 
to make the mistake the United States is making in looking at this 
with an open, unrestricted market approach. We have serious con-
cerns about that when this Congress is actually investigating the 
use of derivatives in futures markets and the impact they are hav-
ing on oil and commodities and food, and we are setting up, as 
somebody noted, the largest trading system around. We think it 
should be a much more focused market. 

Mr. BARTON. If I had 10 minutes, I would let you answer that 
a little more fully but I have got just 3 more minutes. 

Mr. Grumet, is that correct? 
Mr. GRUMET. I know you are talking to me, but it is Grumet. 
Mr. BARTON. Grumet. I am sorry. I am not trying to be facetious. 

I want to get your name right. Mr. Grumet, you talked about that 
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we need to take the first step regardless of what the developing 
world does. Have you ever directly negotiated with the Chinese? 

Mr. GRUMET. Well, actually, I was in China and I bought some 
good stuff at a dirt market so, yes, I have. 

Mr. BARTON. Well, that is a great answer to that question. Let 
me rephrase it. Have you ever tried to directly negotiate with them 
on emission reductions? 

Mr. GRUMET. Sir, I have never had the pleasure of representing 
the U.S. government in any of those discussions. 

Mr. BARTON. Well, I have. Now, this is a dated story, and their 
view may have changed. I am not going to say it is still their cur-
rent view but I think it is. When we went to Kyoto under the lead-
ership of Chairman Dingell as the congressional observer delega-
tion, we met directly with the Chinese, and Chairman Dingell 
asked the question, and this is 12 years ago or whenever the Kyoto 
Accord was signed or at least implemented, but China’s position 
was that they couldn’t sign on to Kyoto because they were devel-
oping. Chairman Dingell said well, do you think you will be able 
to do it in maybe 20 years? No, we don’t think so. Well, what about 
50 years? No, we don’t think so. Well, what about 100 years? Well, 
we don’t think so. Well, will you ever sign on to it? Well, we don’t 
think so. 

Now, China is putting in play a 500-megawatt coal-fired power 
plant every other week, and they are either now exceeding U.S. 
emissions of greenhouse gases or will next year. I don’t think it is 
conceivable in the real world that they are ever going to sign on 
anything except take our technology if we develop it for free. I 
think they will accept our plants if we adopt some rigidity of regu-
lation that causes the remaining industry in this country to shut 
down. They will take our power plants. They will take our steel 
plants. They will take our chemical plants. They will take anything 
that we ship over and they will produce those goods and then ship 
the goods back to us but they are not going to because we adopt 
something. If they were going to do that, they would have already 
begun to do it because of what Europe is trying to do. You know, 
Europe’s economy collectively is as large as the United States econ-
omy, not individually by nation but collectively, so I just respect-
fully disagree that us taking a unilateral first step is going to be 
met by a reciprocal action on the part of countries like the Chinese. 

My last question, Mr. Chairman, because I want to go to the gen-
tleman that represents the trucking industry. Repeat for us how 
many trucking companies have already gone out of business this 
year. 

Mr. MULLETT. I believe the figures that I gave were over 1,000 
and over 10,000 employees and owner-operators. That was the first 
quarter. In the second quarter, there were some pretty significant 
bankruptcies as well. 

Mr. BARTON. Now, if we were to adopt—the position right now 
I think of these bills before us, if we adopt some sort of a cap-and- 
trade regime, it does affect mobile sources. There is no current 
technology that I am aware of that cost-effectively reduces emis-
sions of mobile sources. How many more trucking companies would 
go out of business just generically if we adopt one of these bills? 
Do you have any estimate of that? 
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Mr. MULLETT. I do not but I can assure you that there is a direct 
causal relationship between the price of fuel and these failures, and 
there is also a causal relationship between these failures and the 
strength of the overall U.S. economy. 

Mr. BARTON. Mr. Chairman, my time is expired. I appreciate 
your graciousness and I yield back. 

Mr. BOUCHER. Thank you very much, Mr. Barton. 
The gentleman from Washington State, Mr. Inslee, is recognized 

for 5 minutes. 
Mr. INSLEE. Thank you. 
Mr. Grumet, I don’t know if you were here to hear some com-

ments I made about R&D needs for the United States, and I would 
just like to ask your thoughts on what the scope of that effort 
ought to be, how we should define that, and I would also like your 
thoughts on how, assuming we do create a pool of revenues associ-
ated with a cap-and-trade auction, how should that be managed 
and invested? To what degree should Congress be making decisions 
about allocations between solar thermal and clean coal and algae- 
based fuels? Should there be some new structure formed inde-
pendent of Congress that we haven’t seen before to do that? Some 
people have suggested some sort of public-private partnership ar-
rangements. I would appreciate your thoughts on those subjects. 

Mr. GRUMET. Thank you for the question and thank you for your 
leadership on this set of issues. Let me just agree with the original 
premise of your presentation which I did see, and that is that 
based on the heroic scale of the challenges we face from both envi-
ronmental implications and energy security implications, the public 
investment in research and development is actually quite anemic. 
We are investing one-third in real dollars today of what we were 
investing 30 years ago, and so fundamentally, we do need as a 
country to be devoting more resources to these challenges. I think 
it is important also to separate between the challenges of kind of 
pure R&D and the challenges of deployment. Our commission pro-
posed that we needed to triple the resources going into direct R&D. 
We think that the current structures at DOE with the national 
labs and universities, especially in the public-private partnerships, 
work quite well there. 

Where we think there really has been a tremendous lack of in-
vestment and focus is on the deployment, the acceleration of these 
new technologies. There is a wonderfully dramatic term, the valley 
of death in the R&D world, one of the neatest things we get to say 
in energy geekery, and this is the idea where new, neat ideas basi-
cally go to die or go overseas to get commercialized, and fundamen-
tally, that is a place where we believe government needs to be play-
ing a more significant role. I think that the efforts of this com-
mittee and this Congress in the last couple of energy bills has been 
a step in the right direction. The focus on loan guarantees is a sig-
nificant and important way to take the risk capital out of those de-
cisions and advance that discussion. I think there has been a sense 
that we need to do more of that. I believe that there is also an im-
portant challenge to think about these kinds of mechanisms be-
cause while there might be a general consensus that we need to 
plus up the resources, I do believe that there has to be much great-
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er transparency and accountability in terms of how we do that, and 
let me close with one or two thoughts on mechanism. 

One is that it is very tough for the good people at the Depart-
ment of Energy to venture risks because if you are going to have 
an R&D portfolio that is going to be creative, you are going to have 
tremendous successes and you are going to have significant fail-
ures, and we have a culture which enjoys those successes but really 
doesn’t enjoy or like to tolerate those failures and so we create a 
culture of caution in our decision making which does not match the 
challenges that we face. So the idea of bringing together the kind 
of private sector venture capital ideal which recognizes that if you 
have one giant win and three medium losses, you are a rock star, 
we need to bring that culture into this discussion and so I think 
the idea of public-private partnerships, greater reliance on these 
credos is a real opportunity going forward. 

I guess the one last point I would make, and this goes back to 
something Mr. Barton was saying, is on the international collabora-
tion. We need to be careful to make sure that we don’t wind up im-
porting CCS technology, importing renewable technology, importing 
smart metering technology from China and India because I cer-
tainly agree that while we are going to have a real challenge in 
getting those countries to take commitments, they are investing in 
these kinds of technologies. 

Mr. INSLEE. And may I add, not just the technology but the prod-
ucts as well, so that is another issue. Thank you. I appreciate that. 

Mr. GRUMET. And my last thought is that having a dedicated 
revenue stream makes this a lot easier but I want to commend 
Chairman Boucher for the focus on moving quickly on CCS. I think 
also Mr. Upton pointed out the important opportunity to invest tax 
credits in retooling domestic vehicle facilities and I think we do not 
have time to wait. 

Mr. INSLEE. And we hope those brilliant ideas will be applied in 
other technologies in addition to CCS, and the whole smorgasbord 
that we want to talk about. 

Mr. Scott, could you give us some advice on a Federal register? 
Many of us believe, some of us believe, at least, that we should 
move a bill this year that really moves forward with a registry and 
data collection, even prefatory to a cap-and-trade system. Could 
you give us any thoughts on how to structure that, anything we 
should avoid? 

Mr. SCOTT. Well, I think first of all, I would hardly recommend 
going and using the work that has already been done by this coali-
tion of the States that has worked with private industry, a large 
stakeholder process that worked on a protocol for that. So rather 
than reinvent the wheel, I would suggest using that work that has 
already happened and engaging and trying to work with both man-
datory and with voluntary protocols, which is what the Climate 
Registry has done. So there are many, many, very detailed, very 
technical issues, as you know, with that that we have worked 
through over the course of the last year. We have got over 240 vol-
untary reporters who have come on board now with the Climate 
Registry this quickly, so we think the work we have done has been 
done very well and would hardly hold that out to you as a good 
place to start. 
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Mr. INSLEE. Well, we will plagiarize as much as we can. 
Mr. Baugh, talking to a blue and green forum about the green 

collar job possibilities of these new developing industries, do you 
have any message you want me to deliver from Washington, D.C., 
to them? 

Mr. BAUGH. Yes, I think that green jobs are not just jobs in re-
newable energy. Green jobs are any job that go to cut the carbon 
emissions, and if that is doing advanced automotive technology, if 
that is doing CCS technology, that is what green jobs are all about 
and it is not just all new jobs, it is about changing the way certain 
jobs work. You may be producing new things, you may acquire new 
skills to produce those things. It is a combination of some new job 
opportunities, changing job opportunities, getting our manufactur-
ers to produce some of those 40,000 parts that go into a wind tur-
bine that they are not producing today and the huge opportunities 
that are coming at us. So I think it is about seizing the moment, 
directing our investments towards this job creation opportunity, 
making sure this legislation is economic development and legisla-
tion and requires the money be spent domestically so that we actu-
ally generate these new energies. And I want to remind everybody 
in this room, we were here in 1980. We were here in 1980. We led 
the world in photovoltaics, wind turbine technology, battery tech-
nology, geothermal technology, and all of this developed with gov-
ernment investment and money and we blew it when we walked 
away from it in the 1980s because the Germans, the Spanish, the 
Brazilians with the biofuels, the Netherlands all took our tech-
nologies that sat on a shelf that was developed in this country and 
ran with it and invested in it as nations as an industrial policy and 
today, Congressman, we are shipping barges of parts from the 
Netherlands to the wind turbine development that is going on in 
Hood River. I want that stuff made back in those aluminum plants 
that are closed along with Columbia Gorge. 

Mr. INSLEE. We are going to work with you and Mr. Doyle with 
this output-based rebate program to try to make sure we have do-
mestic production. Thank you. I thank the whole panel. 

Mr. BOUCHER. Thank you, Mr. Inslee. 
The gentleman from Oregon, Mr. Walden. 
Mr. WALDEN. Thank you very much, Mr. Chairman. 
Mr. Baugh, I couldn’t agree more that I would like to see those 

aluminum plants reopen too. Unfortunately, pressures in the re-
gion were such and worldwide economy that they couldn’t sustain, 
and Enron, although I would hasten to say I think Northwest Alu-
minum was down before Enron, plus they had the power contrast 
with BPA that escaped that so I don’t think that was exactly— 
Enron was a huge problem and a huge issue and a huge scam and 
this committee investigated all that, so—but I fully concur, al-
though there are probably members of this committee that would 
disagree with both of us on this notion of keeping manufacturing 
in this country. And there were emissions associated with those 
plants and all of that. 

I want to go to Dr. Felmy from API. You made a comment that 
if some of these cap-and-trade proposals were in place—I want to 
make sure I get this right—17 percent of domestic refinery capacity 
could be shoved overseas. Is that what you indicated? 
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Mr. FELMY. That is the result of the ICF International study of 
the Lieberman-Warner proposal. 

Mr. WALDEN. Seventeen percent. How many barrels—— 
Mr. FELMY. Three million barrels a day. 
Mr. WALDEN. How many? 
Mr. FELMY. Three million barrels a day. 
Mr. WALDEN. And what is the U.S. consumption of gasoline per 

day? 
Mr. FELMY. U.S. consumption of gasoline is—well, total oil con-

sumption is 20.6. 
Mr. WALDEN. In the United States? 
Mr. FELMY. In the United States, million barrels a day. Gasoline 

is roughly around 9, 9.2 million barrels a day. 
Mr. WALDEN. So is the equivalent then 3 million barrels of gaso-

line a day, or oil? 
Mr. FELMY. No, the typical yields from a barrel are about 50 per-

cent gasoline, 24 percent heating oil and diesel, 10 percent—— 
Mr. WALDEN. So the long and short of it though, we drive 17 per-

cent overseas and then we get to pay somebody else to bring it 
back? 

Mr. FELMY. Short of a demand reduction, that is what would 
happen. 

Mr. WALDEN. And I am all for some level of demand reduction 
but not the kind we are seeing out there in America today, which 
is people are going broke and our economy is going upside down 
with this type of demand reduction. We send $160 million a day 
to Hugo Chavez. Isn’t it true that 95 percent of the world’s oil sup-
ply is controlled by governments and government-owned entities? 

Mr. FELMY. Well, the numbers are a little more complex than 
that. If you look, roughly 77 percent are government oil companies. 
Then you have a collection of other entities such as Russian compa-
nies that you have to decide what you want to call them. Ulti-
mately it comes down to in terms of the integrated oil companies, 
roughly only about 6 percent—— 

Mr. WALDEN. And we have heard about the Brazilian model that 
they have become pretty much energy independent, in part because 
they have developed sugar-based ethanol, which has had an effect 
on forests, I think, as they expand, but didn’t they also develop 
their offshore resource? 

Mr. FELMY. Absolutely. If you look, I believe the numbers are in 
1980, Brazil produced about 244,000 barrels a day of oil, and now 
they are over 2 million, and when they announced energy inde-
pendence, the president did it on an oil platform. 

Mr. WALDEN. And that was because of what? How much is eth-
anol and how much is crude oil? 

Mr. FELMY. Well, roughly ethanol, I believe, the consumption in 
Brazil is about 260,000 barrels a day and so oil production is in ex-
cess of 2 million barrels a day. 

Mr. WALDEN. So 9, 10 times, something like that? 
Mr. FELMY. That is correct. 
Mr. WALDEN. What would happen in this country and what 

would happen to the market, the oil market globally, if we were to 
pass legislation opening up either ANWR or the OCS? Would it 
have a positive effect for consumers? 
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Mr. FELMY. Well, as an economist, we believe firmly that increas-
ing supplies helps consumers, and so being able to produce more 
oil, of course, will take some time. 

Mr. WALDEN. Absolutely. I understand that. 
Mr. FELMY. But it also will telegraph to the world that the coun-

try is serious about supply and demand situation so that would 
help in terms of what the market assessment would be perhaps 
further out in the futures market, for example. 

Mr. WALDEN. I want to switch topics for just a minute and ask 
our panelists the same question. That is, I have had a real passion 
for dealing with forest health and some panelists today have ref-
erenced that in their testimony about the role of forests. We cer-
tainly see the decline of forests in the industrializing world and we 
see the destruction of the forests here due to fire, a record 9 million 
acres last year alone. Half the Forest Service budget is consumed 
fighting fire. That has to be enormous emissions into the atmos-
phere. The Forest Service for at least 10 or 20 years has done re-
search on climate change and has come to the conclusion, and don’t 
hold me to this but I think they said it would take 10,000 years 
for the trees to migrate to the point north where the temperature 
will get in 100 years, which means that you are going to have in-
creased disease, infestation of bugs, drought and forest fire. Now, 
some of the very organizations that support climate change legisla-
tion also oppose active management of our Federal forests and I 
just wonder from you all, do you share that view that we just leave 
the Federal forests the way they are today or do you support 
changing Federal law to actually actively manage them to cope 
with what we see coming with higher temperatures, disease, bug 
infestation, overstocking? Dr. Felmy, do you have any comment on 
that? 

Mr. FELMY. I don’t have a position on that. 
Mr. WALDEN. Mr. Baugh, are you going to make any more 

woodies, you know? You might need—— 
Mr. BAUGH. Since I once served on the Oregon Board of Forestry, 

forest management is important. I can’t answer the bigger question 
you are asking here but I do know you address it in terms of the 
pine beetle infestations, which we used to deal with in eastern Or-
egon, where there were choices to be made. Do you just let them 
stand once they have been infested or do you go and cut them down 
and replant, and that is the kind of forestry management that does 
make some sense. 

Mr. WALDEN. And I concur with you. 
Ms. Figdor? 
Ms. FIGDOR. I am not sure of your question with regard to for-

estry management and a climate policy. 
Mr. WALDEN. Sure. 
Ms. FIGDOR. If so, I think there is a role for carbon sequestration, 

biological sequestration in forests, but we need to be careful in 
making sure that we can accurately quantify those. 

Mr. WALDEN. As we work on that though, do you support active 
management of the forest to reduce them where they are over-
stocked and deal with the disease and bug infestations so we can 
reduce the opportunity for catastrophic fire? 
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Ms. FIGDOR. We support protecting our national forests and en-
suring that they remain the wild places that—— 

Mr. WALDEN. So you don’t support active management? 
Ms. FIGDOR. We do not. 
Mr. WALDEN. OK. 
Mr. BOUCHER. Mr. Walden, our time is about expired here. You 

are about 2 minutes over. We will give Mr. Grumet an opportunity 
to make a response. 

Mr. WALDEN. Thank you, Mr. Chairman. 
Mr. GRUMET. I don’t want to belabor this but I think that adap-

tation has to be an active part of the climate debate and forests 
have to be part of adaptation. 

Mr. WALDEN. Perfect. Thank you. 
Thank you, Mr. Chairman. I apologize. 
Mr. BOUCHER. That ended on a pleasant note from your vantage 

point, I think. 
Mr. Burgess is recognized for 5 minutes. 
Mr. BURGESS. Thank you, Mr. Chairman. Let me just note for 

the record that within my congressional district, we do have solar 
research development at Entech. We have a large windmill blade 
manufacturer in Gainesville, Texas, probably one of the largest in 
the country, and I would just encourage anyone who is following 
the course of these hearings, don’t buy those cheap Brazilian blades 
that cost so much money to bring to this country and always break 
in that fierce Texas wind. Get your blades from Gainesville, Texas. 

But while I am concerned about those two industries in my dis-
trict, I have a lot more truckers in my district than I have people 
who work at solar research and development and even the good 
people who work at MFG up in Gainesville, so I am very concerned, 
Mr. Mullett, about the problems and the numbers that you have 
shared with us today. They seem pretty stark. Is there one thing 
that you have in mind—and I apologize, I was in and out while the 
testimony was being given but is there one thing that you have in 
mind that might be of some immediate help to the truckers in your 
industry that are so put upon right now? 

Mr. MULLETT. Well, I think that there are a couple of different 
things. Number one, the six items that we referenced in our sus-
tainability initiative which, while low tech and mostly policy deci-
sions, can be quickly implemented at little cost and will have real 
meaningful effect quickly for the use of fuel. The second thing I 
think we can do from an industry point of view is send a pretty 
strong signal to the rest of the world that we are serious about 
maintaining our own energy supplies, whether this has to do with 
drilling, investigating the futures markets, something that sends a 
signal back to the rest of the world and speculators that we are not 
going to tolerate these increases in price that are not a direct result 
of supply-demand constraints. 

Mr. BURGESS. And I actually could not agree with you more on 
that. In fact, 2 or 3 weeks ago, we had a vote on the House Floor 
to stop filing the Strategic Petroleum Reserve, and I realize that 
it is a proverbial drop in the bucket, but at least for the first time 
on the floor of the House of Representatives in a bipartisan fashion, 
we said supply matters, and I think if we are willing to admit that 
supply matters, even in that very little bit that we did, some of the 
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other things you referenced will be extremely important. There was 
a move afoot right toward the end of the spring for perhaps a roll-
back on the federal excise tax on gasoline, but my understanding 
is that the federal excise tax on diesel is actually a bigger hit than 
the 18.34 cents on a gallon of gasoline, diesel federal excise taxes 
being about 6 cents higher than that. So what about a proposal to 
roll back the federal excise tax on diesel, offsetting that, if you will, 
with ceasing the tax break for ethanol and giving the break to the 
truckers while your industry is in so much peril? I realize at 68- 
mile-per-hour governor may be a great idea going forward but you 
need some help today. 

Mr. MULLETT. I would be irresponsible if I said any immediate 
relief for a lot of our industry would not be helpful. That having 
been said, we would not want to take money out of the highway 
trust fund that is in so much jeopardy right now because we are 
actually fearful that further degradation of the road systems, in-
creased congestion and things like that may more than offset any 
savings that we would get out of that. 

Mr. BURGESS. But now if you offset that money that would not 
going to the highway trust fund from diesel excise tax, if you offset 
that by, my opinion, the appropriate tax going on the ethanol to the 
federal highway trust fund, perhaps we could strike a balance 
there. I will just leave that there for your thoughts. There is a bill 
out there, 5986, expertly crafted, and leave it for your consider-
ation. 

But Mr. Grumet, let me just ask you, in Mr. Mullett’s testimony, 
he references cap-and-trade as not well suited to mobile source ap-
plications. So in your world with your National Commission on En-
ergy Policy, how do you reconcile that? 

Mr. GRUMET. Well, Mr. Burgess, I think that I entirely agree 
that in the early years, the dominant reaction to a cap-and-trade 
bill is going to come out of the energy production sector, particu-
larly the coal sector. A penny-a-gallon gasoline translated or diesel 
is about $1 a ton of CO2. So if we have a carbon price in the $15 
or $20 range, which is what I am imagining the ultimate outcome 
would be, that would pass through across to 15 cents or so to the 
American consumer. I don’t think any of us believe, based on what 
we have seen over the last 2 years, that that in and of itself is 
going to dramatically change the operation or choices we make on 
the motor vehicle transportation side. So our commission believes 
that while we should have an economy-wide program, there are 
more effective and direct ways to address the energy security chal-
lenges that we face because we are relying on petroleum for 97 per-
cent of all of our transportation so we supported the reform and 
strengthening of vehicle fuel economy standards that Congress 
acted on. We are actively looking into the low-carbon fuel standard, 
and I think there is a real active discussion about whether in fact 
you should focus those kinds of direct measures on the transpor-
tation sector or whether it is better served to have it all lumped 
together under one national cap. 

Mr. BURGESS. It seems like they are directly focused on the 
transportation sector right now. I mean, you talked about a price 
signal for carbon. I think we are there. Now, we did hear testimony 
on this committee right after Hurricane Katrina that gasoline 
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would have to get up to $6 a gallon before you would actually influ-
ence consumption. 

Mr. GRUMET. We are seeing—— 
Mr. BURGESS. We are seeing it in my district at $3.85. 
Mr. GRUMET. And significant pain, and I think the question is, 

are we going to ride along as the victims of that or are we going 
to kind of seize that choice going forward. In the past the problem 
has been the volatility of prices. 

Mr. BURGESS. Let me ask you this. On the pricing, do you agree 
with our friend at the end that supply does matter? 

Mr. GRUMET. Absolutely. The Commission believes that we can 
neither drill nor conserve our way out of this problem. We have to 
do both. 

Mr. BURGESS. And I am happy to hear you say that because 
when we had a lot of the debate on the Energy Policy Act of 2005 
in this committee, a lot of it was, there was a lot of criticism di-
rected at the Energy Subcommittee because we refused to just sim-
ply go in a direction of conservation and alternatives. I come from 
a couple of counties back home where there is probably more active 
drilling into the Barnett shale than anywhere else in the world 
right now, and although we are all happy to sell our natural gas 
at $12 or $14 per million cubic feet, I do recognize the pain that 
it is causing the country and look forward to the day when those 
prices are in fact reduced, and I think the ‘‘drill now, drill here, pay 
less’’ philosophy certainly in my part of the world, that makes a lot 
of sense. 

Mr. Chairman, you have been very generous with time and I will 
yield back. 

Mr. BOUCHER. Thank you, Mr. Burgess. Thank you very much. 
Well, this has been a very long day and I want to express the 

Committee’s appreciation to this panel you’re your endurance and 
for the excellent testimony that you provided to us. There may be 
some additional questions coming to you in written form from some 
of the panel members. If so, your rapid response to those would be 
much appreciated. The record shall remain open for 2 weeks for 
that purpose. 

So with the committee’s thanks, this panel is excused and the 
hearing is adjourned. 

[Whereupon, at 4:35 p.m., the subcommittee was adjourned.] 
[Material submitted for inclusion in the record follows:] 
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STATEMENT OF HON. TOM ALLEN 

Chairman Boucher, thank you for holding this hearing on this important topic. 
Thank you also to all of the witnesses here before us today. I look forward to your 
testimony. 

Climate change is perhaps the most important environmental issues facing our 
planet today. As a leading emitter of greenhouse gases, the United States must act 
to reduce emissions that are causing significant changes in our climate. 

I am proud that Maine is a leader in combating climate change. My state has 
joined the Regional Greenhouse Gas Initiative, enacted tough new emission stand-
ards for automobiles, and is aggressively working to develop new sources of renew-
able energy. However, climate change remains a global problem, and that requires 
national and international efforts. While Maine is doing the best it can, Maine’s ac-
tions are no substitute for effective leadership in Washington. 

All around, we are seeing the continued impacts of climate change: migration pat-
terns are shifting, the ice caps are continuing to melt, and weather patterns are be-
coming more erratic. 

The time to act is now and we need comprehensive climate change legislation 
with clear goals and objectives. I believe that for climate change legislation to be 
successful it must reduce emissions, facilitate a smooth transition to clean and re-
newable energies, minimize economic impacts and assist communities impacted by 
global climate change. 

I believe to successfully and efficiently curb carbon emissions we need to cap emis-
sions to ensure an 80 percent decrease below 1990 levels by 2050. Additionally, suc-
cessful climate change legislation also needs to engage other nations to develop 
binding international standards. This is a global problem that calls for global solu-
tions. 

While capping current emissions is key to slowing the impact of climate change, 
it is only part of the solution. We need to develop long term solutions to facilitate 
the transition from a fossil fuel, carbon intensive economy to an economy of renew-
able energies and green technologies. Climate change legislation can make this tran-
sition possible by reinvesting revenues from allowance auctions into developing 
clean energy technologies. Our options are not limited to capping carbon emissions 
rather we can and should encourage complementary policies including smart growth 
measures, green building policies and efficient electricity policies. 

Whatever legislation we enact, it must not hinder the States ability to go above 
and beyond federal standards. States around the country, Maine being one of them, 
have taken far greater steps than our current Administration to curb carbon emis-
sions. Any federal legislation must set a baseline not a ceiling on states’ ability to 
continue to fight climate change. 

There will be costs associated with climate change legislation. That is undeniable. 
What is crucial is how we choose to manage these costs and minimize impacts on 
consumers. Revenues from auction allowances should be allocated to the public to 
assist low and moderate income households offset possible higher energy costs. Auc-
tion revenues should be used to invest in research and development into new green 
technologies. 

This is also a great economic opportunity. I firmly believe that in the long run, 
climate change legislation has the potential to stimulate economic growth. The mid-
dle class jobs of the twenty first century will be in the field of energy technology, 
and that industry’s job growth will be driven by policies enacted by Congress to 
combat climate change. 

Finally, we cannot neglect communities that are already facing impacts from 
warming and will continue to do so as the fight over climate legislation drags on. 
New legislation should provide financial assistance to help state and local govern-
ments respond and adapt to impacts from sea level rise, intensified droughts, water 
scarcity and additional public health impacts. 

Mr. Chairman, cleaner air and a comprehensive strategy to combat global climate 
change go hand-in-hand with energy independence and in my opinion must be part 
of this Subcommittee’s long-term strategy. I look forward to working with you to 
achieve this goal. 

STATEMENT OF HON. MARY BONO MACK 

Mr. Chairman, thank you for this time to provide a few brief comments regarding 
today’s hearing on various climate change policy proposals. 
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Let me first say that I recognize the breadth of this issue and the daunting task 
ahead of this Committee in moving forward with eventual legislation. Given other 
proposals being introduced and further refined, I am confident that the proper 
venue for this legislation to be debated and considered is this Committee. We’ve got 
an excellent cross-section of the country represented and have been deeply en-
meshed in some of the most intense and difficult energy debates of the past decade; 
it is my hope that this Committee can continue to be the foundation by which any 
policies relating to climate change will be pursued and enacted. 

I know other Members, much like me, have been hearing from residents in their 
districts regarding the price of energy over the last few months. Almost exclusively 
it’s what I’m hearing about when I’m at home on the weekends or in my office here 
in DC when constituents call. What we’re having a hearing on today is definitely 
related to the future prices our residents will see for years to come. That’s one rea-
son why the debate must be extensive, as the passion and focus of our constituents 
is reflected in how the public is affected by rising prices. 

Most of these climate change proposals about which we’ll learn more today have 
within them a fundamental common theme, that is, they will likely raise the price 
of energy in our country. This doesn’t only apply to individual consumers, but to 
various other sectors of our economy, from electric utilities to the transportation in-
dustry. 

Representing southern California puts my district at a unique place in this de-
bate, much as the issues or concerns with various approaches affect regions of the 
country differently. As an example, Mr. Chairman, it’s going to get to around 115 
degrees in parts of my district today. The need for air conditioning is clear, and I 
don’t see demand decreasing anytime soon. It’s really a matter of life or death for 
many older residents as well, much like the winter months affect energy needs in 
the northern portions of our country in the winter. 

But this same area of southern California also has great potential already being 
realized in renewable energy sources; wind, solar, and geothermal energy develop-
ment is likely to rapidly increase, I’d like to think in part thanks to some of the 
provisions we debated with the EPAct legislation a few years ago. Residents come 
to visit, retire, and raise families in this area, and they’re also often initially at-
tracted by the beautiful environment that surrounds them. I’ve been committed on 
their behalf to protecting that unique economic and human health resource ever 
since I came to Congress. 

Because of this, as you may know Mr. Chairman, I am open to examining a sys-
tem by which we can achieve carbon dioxide emissions reductions. The complexities 
of any solution are going to involve more insight, analysis, and technological projec-
tions than nearly any other concept we’ve tackled on this Committee. It’s a complex 
undertaking, but one that we began last year and I think on which we continue to 
take a reasonable approach. 

We know that the consequences of our actions will affect our entire domestic econ-
omy, and yet we’ve also got to keep a mind toward how the benefits of any policy 
can be utilized by others. For our efforts to have any real effect, the international 
community must also engage on substantive reforms. 

I know much of our focus today will be on various ‘‘cap and trade’’ approaches, 
and I look forward to hearing the effects they will have on our environment as well 
as our global economy. The facts are pretty clear in our local economy, as I’m hear-
ing about the high price of gasoline and diesel fuel and its effect already on the resi-
dents of California’s 45th District. These families are already seeing how increased 
energy prices are forcing them to change the way that they conduct their lives. The 
local industries, including housing construction are also seeing a severe downturn, 
not to mention the fact that Riverside County had the largest number of foreclosed 
homes in the State. Our area’s foreclosure rate was the fifth-highest in the entire 
country last month. It is with this in mind that we must be careful about imposing 
new mandates. 

In the end, hearing the concerns expressed by my constituents lately, from small 
independent truck drivers to school teachers on the effects high energy prices have 
on their lives, my focus remains with a few important factors: the costs to our soci-
ety, both individual and industrial, the benefits to our global environment, and fo-
cusing on solutions that are based in technologies we can deploy effectively and effi-
ciently, from carbon capture to incredible new renewable and alternative energy op-
tions. 

Thank you Mr. Chairman and I look forward to hearing from our numerous panel-
ists today. I yield back the balance of my time. 
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THOMAS R. KUHN, ANSWERS TO SUBMITTED QUESTIONS 

QUESTIONS SUBMITTED BY HON. EDWARD J. MARKEY 

1. The iCAP Act (H.R. 6186) includes a proposal to mitigate costs to con-
sumers of climate legislation by recycling revenues from the auction of al-
lowances back to consumers directly through rebate and tax credits. Would 
this system provide a measure of protection from higher electricity prices 
to consumers? 

Answer 1. Any mandatory GHG reduction program will lead to higher costs to the 
consumers of electricity. It is important to mitigate these impacts, especially during 
a transition period and especially for low-income customers. Auctions may have a 
role in any climate program in the latter years. However, auctions in the short to 
intermediate run may well increase total electricity costs to consumers because the 
electric utility (and its customers) wind up paying twice: once for the right to emit 
up to the cap (auction price) and once for investments in technologies and other 
emissions reductions costs. 

A far more effective and efficient way to mitigate the financial impacts on cus-
tomers is to rebate or flow-through the benefits of allowances to electricity cus-
tomers in proportion to their use and emissions. This can be accomplished by allo-
cating the majority of allowances to distribution utilities in the early years of a cli-
mate program, with additional allowances to generating companies in competitive 
electricity markets, and a gradual transition from allocations to an auction. To the 
extent there is an auction of allowances, auction proceeds should go toward climate 
technology development and deployment, as well as toward additional measures to 
assist low-income customers. 

In addition to allocation of allowances and auction of allowances for the benefit 
of consumers, there are at least two other kinds of cost-containment mechanisms 
that are necessary to help limit the cost impacts of comprehensive cap-and-trade 
legislation on consumers: a price collar (i.e., floor price and ceiling price, or ‘‘safety 
valve’’) on allowances, and full and robust use of domestic and international offsets. 
See also my response to question 1 from the Honorable Mary Bono Mack. 

2. What, if any, benefit to consumers would result from distributing these 
funds through utility companies? 

Answer 2. Allocating allowances to local distribution companies (LDCs) with ap-
propriate adjustment to address impacts on unregulated generators is the fairest 
and most efficient way to mitigate impacts of higher electricity prices on customers. 
LDCs have the information to assure that the benefits of allowances are rebated to 
customers fairly. LDCs already handle billing and have an infrastructure in place 
to manage the distribution of allocation proceeds. Moreover, an LDC-led process 
would be overseen by state utility regulators. They can assure that LDCs protect 
low-income customers during the transition and provide appropriate incentives to 
promote customer efficiency. 

In comparison, there is no simple correlation between income taxes paid and elec-
tricity use or emission levels—especially for business taxpayers—so that a rebate 
system based on income tax payments will be inherently less effective in targeting 
rebates to customers. 

3. What benefits may be achieved by providing funding to utilities to ad-
minister energy efficiency programs? 

Answer 3. Utilities have the scope and scale to develop and implement energy- 
efficiency programs that can help customers achieve significant efficiency improve-
ments. In addition, billions of dollars of new utility investments in technologies such 
as the smart grid are needed to support new efficiency measures, facilitate the most 
cost-effective adoption of carbon-reducing plug-in hybrid technologies for vehicles, 
and efficiently incorporate renewable and distributed energy technologies into the 
grid. Utilities must have appropriate business and regulatory incentives to make 
these programs work. Any source of additional funding for such utility programs 
will help promote these measures. 

4. In your experience, has investment by government and by utilities in 
energy efficiency and renewable energy achieved emissions reductions? Do 
you agree that the U.S. could achieve emissions reductions through these 
and other strategies prior to commercial-scale deployment of carbon cap-
ture and sequestration technology? 

Answer 4. Yes, investment by government and by utilities in energy efficiency and 
renewable energy can help to achieve emissions reductions. We agree that efficiency 
and renewables are the key to near-term emission reductions. Cost-effective energy- 
efficiency measures are the most direct way to reduce or avoid emissions and can 
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be implemented most quickly. However, while efficiency can reduce the growth in 
electricity demand (by approximately 38–48 percent by 2030), efficiency alone will 
not eliminate electricity demand growth. While more costly, renewable energy also 
avoids or reduces emissions, but not necessarily the need for generation capacity 
since most renewables, particularly wind and solar, only operate intermittently and 
require the construction of back-up generating facilities to assure that power is 
available whenever it is needed. In addition, widespread use of renewables, espe-
cially wind, will require extensive construction of new transmission facilities, be-
cause the best wind sites are usually far from customer locations. We estimate that 
utilities will need to spend $287 billion to construct new transmission facilities by 
2030 to eliminate congestion in the current system, interconnect new renewable re-
sources, and assure reliability and security for the system. 

Ultimately, EEI believes that the full portfolio of technologies and measures will 
be needed to reduce, avoid and sequester GHG emissions in the power sector, as 
follows: 

• Efficiency and renewables are key to near-term reductions. 
• Maximizing new nuclear is key to mid-to-longer term reductions. 
• The aggressive development and deployment of carbon capture and storage cou-

pled with advanced coal technologies are necessary to preserving the coal option. 
• Plug-in hybrid electric vehicles can make a major contribution to reducing net 

GHG emissions, as well as to reducing foreign oil dependence and consumer prices 
at the pump. 

• Other no and low-emitting carbon technologies should be pursued, e.g., the 
smart grid. 

See my testimony of June 19, 2008, to this Committee (pp. 5–9, discussing the 
so-called ‘‘PRISM’’ work of the Electric Power Research Institute and the need for 
a full technology pathway for GHG reduction, avoidance and sequestration). Any one 
of the above-listed sets of technologies and measures will be insufficient in and of 
itself to address power sector GHGs; all are important collectively. Note that the 
time frames for their implementation, or development and deployment, will vary. 
Thus, regarding your last question on implementation time frames, it is likely that 
energy efficiency and renewables will be important in the near term; new nuclear 
energy will be important in the mid-term to long term, beginning around 2016– 
2018; and carbon capture and storage coupled with advanced coal technologies will 
also be important in the mid-term to long-term, with widespread commercial deploy-
ment projected around 2025 or later. 

QUESTIONS SUBMITTED BY HON. MARY BONO MACK 

1. Mr. Kuhn, thank you for providing testimony at this hearing. The Dis-
trict I represent is reaching hot summer temperatures quickly; it was 
around 115 degrees in some parts the day of our hearing. So, while there’s 
no need to heat the swimming pools, there sure is a lot of energy required 
to keep those air conditioners running. 

Locals facing higher energy bills have asked me about climate change legislation 
we’re debating and how it may increase their utility bills. What kinds of cost-con-
tainment mechanisms do you think should be in a comprehensive cap and trade bill 
so we can help ensure prices remain reasonable? 

Answer 1. Assuming a comprehensive cap-and-trade bill is the mandatory GHG 
policy instrument that Congress focuses on, at least three kinds of cost-containment 
mechanisms are necessary to help limit cost impacts on consumers and our cus-
tomers: allocation of allowances to GHG-intensive industries such as the power sec-
tor; a price collar (i.e., floor price and ceiling price, or ‘‘safety valve’’) on allowances; 
and full and robust use of domestic and international offsets. We expound on these 
mechanisms in greater detail in EEI’s ‘‘Working Paper on S. 2191, ‘Lieberman-War-
ner Climate Security Act of 2007,’’’ May 15, 2008, submitted to several Senate Com-
mittees and this Committee (see pp. 8–14). All congressional cap-and-trade bills that 
we have seen to date would result in significant costs to the economy, consumers 
and our customers, and none has included comprehensive and full cost-containment 
mechanisms that would mitigate those costs to the maximum extent possible. 

The economic costs of cap-and-trade legislation are also affected by the stringency 
of targets and timetables and by whether those compliance timetables are har-
monized with the expected development and deployment timelines of advanced cli-
mate technologies and measures. The full portfolio of technologies and measures will 
be needed to reduce, avoid and sequester GHG emissions in the power sector. See 
my testimony of June 19, 2008, to this Committee (pp. 5–9, discussing the so-called 
‘‘PRISM’’ work of the Electric Power Research Institute and the need for a full tech-
nology pathway for GHG reduction, avoidance and sequestration). The cost dif-
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ference between the full portfolio and limited portfolio approaches is vast: 45 per-
cent increase versus 260 percent increase in real electricity prices. See also my re-
sponse to question number 4 from Representative Edward J. Markey 

2. I’m also trying to get a sense of supply needs we’ll have in the coming 
years. It’s surely going to affect how we can put in place technologies in 
any cap and trade model that can still help to meet demand. What will the 
country need in terms of baseload electric generation and electric utility 
infrastructure by, let’s say, the year 2030? 

Answer 2. You are correct that GHG emissions reductions, avoidances and seques-
trations in the power sector must be made against the backdrop of population and 
economic growth. The Energy Information Administration has projected that the net 
demand of electric generation will increase by 30 percent by 2030, even after taking 
into account energy-efficiency improvements due to market-driven efficiency and 
stricter building codes and appliance and other efficiency standards mandated by 
the Energy Independence and Security Act of 2007. The technological trans-
formation of America’s power sector will occur in the face of tremendous capital in-
vestment needs in order to meet the electricity needs of a growing population and 
economy. Even with substantial energy-efficiency measures, new and replacement 
power plant capacity is projected to total 150,000 megaWatts and cost $560 billion 
by 2030. Transmission and distribution investment needs are projected to total $900 
billion by 2030. See my testimony of June 19, 2008, to this Committee (p. 2). 
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EMILY FIGDOR, RESPONSES TO QUESTIONS FROM HON. EDWARD J. 
MARKEY 

1. What magnitude of emissions reductions do you believe are achievable 
by 2020 and 2025? 

The latest science must dictate the emissions reductions that the United States 
achieves by 2020 and 2025. According to the Intergovernmental Panel on Climate 
Change, to prevent temperatures from rising by more than 2 degrees Celsius, indus-
trialized countries as a whole must reduce emissions by at least 25–40 percent 
below 1990 levels by 2020. The United States must contribute its share of this tar-
get by achieving significant domestic reductions as well as by providing funding to 
reduce international deforestation and to transfer clean technology to developing 
countries. 

The United States has many tools that it can apply to the task of reducing domes-
tic emissions, including a history of technological innovation and a growing body of 
policy experience being developed in the states. Indeed, the United States already 
has the technology needed to achieve these near-term emissions reduction targets. 
For example, a 2006 Environment America report found that the United States 
could reduce its global warming emissions by 19 percent below 2004 levels by 2020 
by achieving five simple and technologically feasible targets for energy efficiency 
and renewable energy development (along with keeping emissions of non-carbon di-
oxide global warming pollutants constant). More recently, a December 2007 report 
by McKinsey & Company found that the United States could reduce its annual 
emissions by as much as 28 percent below 2005 levels by 2030 by relying solely on 
tested approaches and high-potential emerging technologies. 

2. How significant might the role of energy efficiency and renewable en-
ergy be in achieving these reductions? 

Energy efficiency and renewable energy are absolutely essential to ensuring that 
global warming emissions reductions are achieved at the least possible cost and with 
the greatest long-term benefits. 

3. What policies would be needed to ensure the deployment of energy effi-
ciency and renewable energy required to achieve significant emissions re-
ductions by 2020 and 2025? 

The key energy efficiency and renewable energy policies needed include the fol-
lowing: 

• A renewable electricity standard that will ensure that America gets at least 25 
percent of its electricity from renewable sources by 2020. 

• An energy efficiency resource standard for electric and gas utilities that requires 
that energy efficiency improvements play an important role in meeting future en-
ergy needs. 

• Strong energy efficiency standards for vehicles and appliances. 
• Strong building energy codes designed to improve the efficiency of homes and 

businesses. The Federal Government also should encourage the construction of 
green buildings and zero-energy buildings that go ‘‘beyond code’’ and should adopt 
measures to encourage or require the use of small-scale renewable energy tech-
nologies like solar water heaters, geothermal heat pumps, or solar panels on new 
residential and commercial buildings. 

• Transportation and land-use policies that provide Americans with viable alter-
natives to driving by encouraging the development of compact, walkable neighbor-
hoods where automobile use is an option, not a requirement, and increase invest-
ment in modern public transportation. 

• Policies to reduce global warming pollution and promote sustainable practices in 
other parts of the economy, including policies to encourage recycling, efficient use 
of water, sustainable agriculture, and more energy efficient industrial practices. 

4. Is it possible to make significant near-term emissions reductions with-
out significant fuel-switching to natural gas in the electric power sector? 

Yes, if the United States couples aggressive investment in energy efficiency with 
policies that encourage the retirement of older, highly-polluting power plants and 
the addition of new renewable energy capacity. 

5. Is it possible to make significant near-term emissions reductions in the 
absence of proven carbon capture and sequestration technology in the elec-
tric power sector? 

Yes, the United States already has the technology needed to achieve the near- 
term emissions reductions demanded by the science using energy efficiency and re-
newable energy alone. 
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6. Do you believe we should wait to set mandatory emissions reduction 
targets in the U.S. until carbon capture and sequestration technology is 
proven in the electric power sector? 

No, waiting to reduce U.S. emissions until carbon capture and sequestration tech-
nology is proven in the electric power sector almost surely would foreclose our op-
portunity to stave off catastrophic effects of global warming. According to the IPCC, 
to keep the rise in global temperatures from exceeding 2 degrees Celsius, global 
emissions must peak no later than 2015. The United States has sat on the sidelines 
for far too long already and must begin to achieve real and sustained cuts in emis-
sions immediately. 

7. How would the total cost of implementing a climate regime in the U.S. 
change if we did wait to implement mandatory emission reduction targets 
until carbon capture and sequestration technology is proven in the electric 
power sector? 

Given that carbon dioxide is a persistent gas that can remain in the atmosphere 
for more than 100 years, the longer we allow the pollutant to build up in the atmos-
phere, the deeper the pollution cuts ultimately will need to be to stabilize green-
house gas concentrations at a level that avoids dangerous consequences and the 
higher the overall cost of the program. If action to reduce emissions is delayed by 
20 years—the potential time it could take until carbon capture and sequestration 
technology is proven in the electric power sector—the United States would need to 
reduce emissions at an annual rate that is three to nine times greater than would 
be required for immediate action to meet the same temperature target. 

8. Can the aggressive emissions reduction targets recommended in your 
testimony be met without the construction of new nuclear power plants? 

Yes, given an aggressive push to improve energy efficiency and expand the pro-
duction of renewable energy, the United States could reduce its total domestic emis-
sions by 80 percent by 2050. 

9. How should a carbon cap-and-trade program deal with the nuclear 
power sector? 

The cap-and-trade program should auction 100 percent of pollution allowances 
and preclude any special ‘‘set-asides’’ of emission allowances for non-emitting tech-
nologies, such as nuclear power. 

10. Beyond making the nuclear power sector inherently more competitive 
by putting a price on carbon, should a climate regime more directly sup-
port nuclear energy deployment? Why or why not? 

No, nuclear power is extraordinarily expensive and would take a decade or more 
to deploy. By contrast, many energy efficiency investments pay economic dividends 
and can be deployed in significant numbers in the near future. Renewable energy 
technologies, such as wind and solar power, have come down in cost significantly 
in recent years, are already cost-competitive with nuclear power in many cir-
cumstances, and can be successfully deployed on a time-scale of months to a few 
years. Lavishing even more federal subsidies on a nuclear industry that has already 
consumed tens of billions of taxpayer dollars would reduce the amount of funding 
available for truly clean technologies that can make a difference in the short-term. 

11. In his written testimony, Admiral Frank Bowman from the Nuclear 
Energy Institute made the following statement: ‘‘If it [the loan program] is 
structured like the loan guarantee program authorized by Title XVII of the 
2005 Energy Policy Act, in which project sponsors are expected to pay the 
cost of the loan guarantee, such a program would be revenue neutral and 
would not represent a subsidy.’’ Do you agree with this assessment? 

No. First, the industry would be receiving a loan that private investors have been 
unwilling to provide. Nuclear industry executives have flatly stated that they will 
not proceed with the construction of new reactors without government backed loans. 
Second, the Congressional Budget Office has estimated that there will be a 50 per-
cent default rate on the loans, which will leave taxpayers on the hook for billions 
in failed nuclear loans. 

12. How would you characterize the support the loan guarantee program 
provides to the nuclear industry? 

It is an unwarranted subsidy to the nuclear industry. 
13. Nuclear proponents claim that the environmental dangers of nuclear 

power are overstated and that spent fuel is purely a political issue, not a 
technical one. Do you agree with this assessment? 

No, there is no country on earth which has solved the nuclear waste problem— 
that is, how to isolate it from humans and other living things for at least a quarter 
of a million years. 

14. Assuming the Federal Government establishes an economy-wide cap- 
and-trade system, do you believe the Federal Government must assume 
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long-term liability for closed carbon capture and sequestration sites to en-
sure we meet our emissions reduction targets? 

While long-term monitoring of such sites will be critical to ensuring that we meet 
our emission reduction targets, the cost must be paid for by the operators of the 
sites, not taxpayers. 

15. The iCAP bill (H.R. 6186) includes a detailed proposal for a green-
house gas registry to be created under the Clean Air Act. Do you agree that 
a greenhouse gas registry should be created under the Clean Air Act, and 
do you support the proposal in this bill? 

Yes, a greenhouse gas registry should be created under the Clean Air Act, and 
Environment America supports the greenhouse registry in the iCAP bill. 

16. Do you believe the costs of a cap-and-trade system can be adequately 
contained through strategies that would not compromise science-based 
near-term and long-term emissions reduction targets? Please provide exam-
ples of the cost containment strategies that would meet this criteria. 

Yes, to reduce the cost of a cap-and-trade system to the American economy, while 
preserving the environmental integrity of the program, the United States should 
achieve the three objectives detailed below. 

1) Improve the energy efficiency of the U.S. economy. Technically feasible, cost- 
effective improvements in energy efficiency already have the potential to save vast 
amounts of energy in the United States. Energy efficiency provides several impor-
tant benefits: it reduces demand for imported fossil fuels, keeping money within the 
American economy; it creates domestic jobs; and it reduces the cost of achieving re-
ductions in global warming pollution by reducing demand for energy. Moreover, sav-
ing electricity through increased efficiency is often less expensive than building new 
power generation capacity. 

There are many policy tools—including efficiency standards for buildings, vehicles 
and equipment, energy efficiency portfolio standards for electricity providers, and fi-
nancial incentives for the deployment of energy efficient equipment—that can be 
used to improve energy efficiency in the United States. Mandatory federal energy 
efficiency standards are already playing an important role in saving energy, reduc-
ing pollution, and saving money. According to the American Council for an Energy- 
Efficient Economy, energy efficiency standards saved consumers $50 billion on their 
energy bills between 1990 and 2000, with the benefits of the standards outweighing 
the costs by a factor of 3-to-1. 

Deploying energy efficiency standards and programs as part of an overall climate 
strategy will enable the nation to achieve greater emission reductions at lower cost. 

2) Develop and require the deployment of renewable energy technologies. Policies 
to develop and promote new clean energy technologies play a key role in achieving 
emission reductions cost-effectively. Renewable energy technologies are particularly 
important, as they produce no global warming emissions and are potent domestic 
job-creators. To achieve the steep reductions in global warming emissions that will 
be needed in future years, the United States will need to rely on the nation’s vast 
potential for carbon-free energy production. Public policy can play a key role in 
bringing renewable energy technologies to the point of market readiness via in-
creased federal funding for renewable energy research and development and renew-
able energy standards for electricity production and vehicle fuels. It is critical that 
public policies communicate a firm, sustained commitment to renewable energy, 
thereby providing investors, utilities, and others with confidence to make long-term 
investments in renewable energy. 

3) Align economic incentives with the goals of climate policy. For decades, fossil 
fuels have received the lion’s share of federal energy subsidies. As of 1999, fossil 
fuels received nearly half of all federal energy subsidies, with renewable energy re-
ceiving 18 percent (with most of those subsidies targeted at ethanol production) and 
conservation programs receiving only 4 percent. In addition, a poorly designed cap- 
and-trade system in which emission allowances are distributed for free can have 
perverse economic impacts—providing windfall profits for the owners of polluting fa-
cilities at the expense of consumers and minimizing incentives for technological in-
novation. 

By shifting federal subsidies toward clean energy technologies and ensuring that 
any cap-and-trade system provides the proper incentives for clean energy develop-
ment, the United States can ensure that taxpayer dollars are not used at cross-pur-
poses with the nation’s climate protection goals and minimize the cost of emission 
reductions to consumers. 

17. The iCAP bill (H.R. 6186) includes a proposal to mitigate costs to con-
sumers of climate legislation by recycling the revenue from the auction of 
allowances back to consumers directly through rebates and tax credits. Do 
you believe a system such as this would be an effective way to distribute 
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money to citizens? Do you believe there is any benefit to distributing these 
funds through a middle man, such as utility companies? 

Yes, Environment America supports the iCAP bill’s provisions to recycle the rev-
enue from the auction of allowances back to consumers directly through rebates and 
tax credits. Recycling auction revenue to consumers directly is more efficient and 
effective than distributing these funds through a middle man, such as utility compa-
nies. 

18. In your testimony, you mention that ‘‘of the five bills [including H.R. 
6186], the Safe Climate Act, which was the first of these bills to be intro-
duced in the Congress, has the strongest science-based framework.’’ Please 
explain. 

The Safe Climate Act covers all sources of U.S. global warming emissions, where-
as the iCAP bill covers an estimated 87 percent of U.S. emissions. As a result, the 
iCAP bill’s cap-and-trade system and complementary policies aim to reduce total 
U.S. emissions by an estimated 73–75 percent by 2050. While the bill includes a sci-
entific review mechanism, the science already demands reductions of 80 percent by 
2050. 

JASON GRUMET, RESPONSES TO QUESTIONS FROM HON. JOHN D. 
DINGELL 

1. In your testimony you spoke about the research and development ‘‘val-
ley of death.’’ How would you design a technology program to remedy this 
problem? Should such a program be designed to benefit multiple tech-
nologies? Why or why not? 

The National Commission on Energy Policy recommends the creation of a serious 
and systematic ‘‘early deployment’’ program for low- and zero-carbon technologies. 
The goal of such a program would be to create effective, accountable, and perform-
ance-oriented approaches to accelerate commercialization for promising technologies. 

Although current levels of effort in energy research, development, and demonstra-
tion certainly need to be increased, the biggest deficits may well be in efforts to 
bridge the gap, or ‘‘valley of death,’’ between technology demonstration and full com-
mercial competitiveness. Such efforts, in which the government’s role should be con-
centrated on options promising substantial public benefit, may include government 
procurement programs, reverse auctions for subsidies for specified quantities of en-
ergy from advanced options, loan guarantees for ‘‘first movers’’ using new tech-
nologies at commercial scale, and tax incentives. While this program should be de-
signed to benefit multiple technologies, there will be policy options that are better 
suited to particular technologies. Not all such interventions will necessarily be ex-
pensive for the government; loan guarantees for well chosen options may not be, for 
example, since for such options the probability of the guarantees being called upon 
will be small. 

2. In your testimony you noted that ‘‘over-reliance on offsets could under-
mine program goals and political support’’ for climate legislation. What 
protections do you believe are needed to ensure offsets are real, additional, 
verifiable, and enforceable? What do you believe should be the maximum 
level of domestic and international offsets allowed into a national cap-and- 
trade system? 

The Commission believes that a carefully designed offsets provision is a critical 
catalyst for cost-effective measures not otherwise covered by the trading program. 
A credible offset program must reflect the differing levels of certainty and 
verifiability associated with different types of projects. This might be achieved 
through a tiered system whereby the most easily verified project types could use a 
streamlined procedure to apply for allowances while projects that are more difficult 
to verify would require more extensive documentation and review. In addition, a cap 
and trade program might provide allowances from a set-aside within the overall pool 
of available allowances to provide incentives to the agriculture and forestry sectors 
for an important set of greenhouse-gas mitigation options. 

Regarding the maximum level of offsets allowed, the Commission is concerned by 
proposals that rely on offsets as a principal means of near-term cost-containment. 
Although we have not advocated any set limit, the Commission has noted that pro-
posals that expect to achieve significant (>10 percent) compliance through offsets in 
the near term will be obligated to create a substantial enforcement bureaucracy or 
risk an influx of illegitimate credits. Either of these outcomes would badly under-
mine the viability of a meaningful domestic offset program. 
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3. In your testimony you noted the needed to protect low-income house-
holds from the costs of climate legislation. The iCAP Act (H.R. 6186) in-
cludes a proposal to mitigate costs to consumers by recycling revenues 
from the auction of allowances back to consumers directly through rebates 
and tax credits. Do you believe a system such as this would be an effective 
way to distribute money to citizens? 

We applaud the general approach taken in H.R. 6186, which is consistent with 
our view that steps should be taken to protect low-income households from the costs 
of climate legislation. We think this is a critical issue that needs additional analysis 
as we move forward with legislation. Building on existing work by the Center for 
Budget and Policy Priorities, Resources for the Future, and others, Commission staff 
is beginning an extensive effort to explore how the household costs of different cli-
mate policies might be mitigated. We expect to look at a number of issues, including 
how costs vary across regions and how different rebate or tax mechanisms impact 
different income groups. 

4. In your testimony you advocated the use of ‘‘positive inducements’’ in 
addition to ‘‘negative consequences’’ to engage our major trading partners 
and address competitiveness concerns. What ‘‘positive inducements’’ do you 
suggest? Do you support the creation of an international clean technology 
fund like the one proposed in the iCAP Act (H.R. 6186) What benefits do 
you expect would be realized from such a fund? 

An international clean technology fund could be an important component of an 
overall strategy to address emissions in key developing countries. In our 2004 rec-
ommendations, the Commission called for a tripling of expenditures to promote and 
participate in cooperative international efforts to advance energy research, develop-
ment, demonstration, and deployment. More recently, in our 2007 updated rec-
ommendations, we advocated creating ‘‘stronger incentives for comparable action on 
the part of key trading partners by using a share of the public revenues generated 
by a greenhouse-gas trading program to provide technical and financial resources 
for the transfer of low-carbon technology.’’ We are still assessing how such a fund 
might be most effective. However, we believe that if such a program is included in 
a domestic climate bill, it should have a strategic framework that ensures that in-
vestments are made in technologies that can help transform the energy economies 
of key developing countries. It should also be structured to create incentives for 
China, India, and other major developing countries to take on their own significant 
greenhouse gas reduction commitments. Finally, it might be feasible to design a 
fund to encourage the export of U.S. produced technology to developing countries. 
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